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CHAPTER I. 


Introductory. 

The Tariff Board was appointed by the Hcsolution of the 
Government of India in the Department of 
A,^ointment of the Commereo lio. 3478, dated the 10th July 
lanttiioaid, reads as follows:— 

“ On February the 16th, 1023, the following resolution was 
adopted by the liCgislative Assembly :— 

“ That this Assembly recommends to the Governor General in 
Council— 

(a) that he accepts in principle the proposition that the fiscal 
policy of the Government of India may legitimately be 
directed towards fostering the development of in¬ 
dustries in India; 

(h) that in the application of the above principle of protec- 
tioi^, regard must bo had to the financial needs of the 
country and to the present deixjndenco of the Govern¬ 
ment of India on import, export and excise duties for 
a large part of its revenue; 

(c) that the principle should be applied with discrimination, 

with due regard to the well-being of the community 
and to the safeguards suggested in paragraph 97 of 
the Deport of the Indian Fiscal Commission ; 

(d) that in order that effect may be given to these recom¬ 

mendations, a Tariff Board should be constituted for 
a period not exceeding one year in the first instance, 
that 6*ich Tariff Board shotild be purely an investi¬ 
gating and advisory body and should consist of not 
more than three members, one of whom should be a 
Government official, but with power, subject to the 
appit)val of the Government of India, to co-opt other 
members for particular inquiries.” 

2. The Government of India have decided to appoint a Tariff 
Board, for a period not exceeding one j’^ear in the first instance, 
to carry out the investigations resulting from the acceptance of 

B 
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that resolution ajid to make reconiinendations thereon. The fol¬ 
lowing gentlemen have agreed to serve on the Board :— 

President. 

G. E-AINY, Esquire, C.S.T., C.T.E., T.O.S. 

Members. 

The Hon’ble Mr. V. G. Kale, I’rofessor of EconomicB, 
Eergnsson (’ollege, Poona. 

P. P. Ginwat.a, Esquire, M.L.A., Bar.-at-Law. 

Eai Bahadur S. N. Banerji, Assistant Secretary, Commerce 
Department, has been appointed Secretary to the Board. 

3. The Government of India will select the industries to be 
taken up f^r investigation and determine the order of tho inquiry 
and it will be the duty of the Tariff Board, after such examination 
as it thinks necessary, to make recommendations regarding the 
protection (if any) to be extended to tliose industries and the 
nature and extent of the protection. Eirms or persons (other than 
those referred to in the ue.xt paragraph) desiring that the industries 
in which they are interested should be investigated by the Tariff 
Board should apply to the Secretary to the Government of India 
in the Commerce Department. Willi their applications tliey 
should send up a full statement of the rea.sous wfiy they consider 
that protection should be extended to the industry. 

4. The Board will assemble immediately at Simla. As recom¬ 
mended by the Fiscal Commission in p^ragi'^ph 107 of its Eeport, 
the Board' will examine first the quc.stion of extending protection 
to the manufacture of steel in India. In eonsidfering this que.sfion, 
the Board will take into account tho effect of any recommend¬ 
ations it may make on industries dependent on the use of steel, 
and in particmlar, it will consider hww its recommendations will 
affect the industries^ referred to in paragraph 9 of the Eeport of 
the Eailway Industries Committee, and whether those industries 
should be accorded protection. Firms or persons interested in 
the steel industry or the industries dependent on the use of steel, 
who desire that their views should be considered by the Tariff 
Board, should address their re presentation.s to the Secretary to 
the Board. 

Tho headquarters of the Board will be with the Government of 
India, but it will visit from time to time commercial and indu.strial 
centres in India for the purpoSft of the investigations which it 
may be required to undertake. While the steel industry is under 

* These industries are the Incomotivc and wagon building industries. 
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examination, the office of the lioatd will be located temporarily 
at Calcutta. For the investigation of other industries, it may be 
necessary to transfer the office from time to time to other con¬ 
venient centres. 

5. The Government of India trust that Tjocal Governments 
and Administrations will afford the Board all the assistance which 
it may retjuire and will comply with any reque.st for information 
which may be addressed to them by it.” 

It will be seen that the Board was directed to examine first 
the question of extending protection to the manufacture of steel in 
India : at the same time it was instructed to take into account the 
effect of any recommendations it might make on the industries 
dependent on the use of steel, and in particular to consider how 
its retaimmendations would affect the railway wagon and lo(;o- 
motive building industries. 

2. The Board assembled at Simla at the beginning of July and 

after preliminary work proceeded to Jam- 
Prcceedings (f thu shedpur early in August where evidence was 
taken on behalf of the Tata Iron and Steel 
Company. Mr. B. Mather, Metallurgical Inspector to the 
Government of India, who had been deputed to assist the Board 
as technical adviser, joined his duties at Jamshedpur on return 
from leave. At the beginning of Beptember, the Board proceeded 
to Calcutta t^here its office was located during the greater part 
of the eiKjuiry. The works of a number of engineering firms both 
at Jamshedpur and in the vicinity of Calcutta were insi^ected by 
the incinbers of the Board, and two visits were paid to Asansol 
in order to see the wagon building and other engineering w'orks in 
that neighbourhood. A large number of representations were 
received from firms and persons interested in the steel industry 
and oral evidence was also taken from numerous witnesses both 
official and non-official. The oral evidence was taken both at 
Calcutta and at Bomoay where the Board spent tw'O or three weeks 
in the latter part of November. A fuller account of our pro¬ 
ceedings will be submitted later, but as we are anxious to lay 
before the Govermjient at the earliest possible date an expression 
of our view's on the main question referred to us, we shall not at 
this stage enter into further detail. 

3. The primary question with which w'c have to deal is w'hether 

protection should be accorded to tha manu- 
Scope of the first Keport facture 6f what may be called rolled steel, 
onthestee incus tj. present there is only one firm in India 

which inanufacturcH steel oh a large scale, namely, the Tata Iron 
and Bfecl Company whose works are at Jamshedpur. Steel cast¬ 
ings, however, are produced by three fir.ms, but none* of them 
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has as yet gone beyond the mitial stages of manufacture. 
The industries directly dependent on tlie use of steel fall naturally 
into three groups :— 

(o) The engineering industry wliicli includes a number of 
firms which manufacture a large variety of articles of 
iron and steel; 

(b) The subsidiary industries comprising firms which have 

devoted themselves to the manufacture out of raw 
steel of some particular class of goods. 

(c) The railway wagon and locomotive building industry. 

We propose in this T^eport to concentrate our attention on the 
main ([uestion, whicli is tlie manufacture of rolled .steel. Our de- 
tailed recommendations regarding the other industries we shall 
postpone to a subsccpient Hcport which we hope to submit at a 
very early date. 

4. Of the important kinds of steel in use only one, namely 
Kinds of steel manu- “ basic open hearth ” steel, can be made in 
factnred in India. India from Indian materials. Indian pig 

iron contains a comparatively high percentage of phosphorus derived 
rather from the coal than from the iron ore, and this phosphorus 
has to be removed by^the use of lime in the steel furnaces. The 
so-called “ acid ” steel is made from pig iron containing only a 
small percentage of phosphorus which requires no special measures 
for its removal.* In the ‘ basic ’ process the furnace is lined with 
burnt dolomite whic.h is chemically a base, while in tne acid process 
the lining is pure sand which acts chemically like an acid. Acid 
steel can be used for practically every purpose for which basic steel 
is used, and also for purposes for which under existing regulations 
basic steel is inadmissible, c.g., the boilers, axles and tires of 
locomotives. The use of acid steel hs still compulsory for the axles 
and tires of railway w’agons in India, but there is an alternative 
British Standard B{>e(;ificatK)n which permits the use of basic steel. 
The basic process is not used for the production of the high grade 
and special steels (sometimes alloyed with other metals) required 
for cutting tools and all articles in which great liardness or toughness 
is required, but the manufacture of these steelp is not likely to be 
attempted in India fcTT many years to come. Our enquiry therefore 
is confined to basic open hearth steel and such steels as compete 
with it for ordinary purposes. 

6. ffhe processes of iron and steel manufacture are somewhat 
DesoriptinTi of processes technical, and it may be useful if at the 
of iron and steel maniifflc- out.sct some general description o? those 
employed in India is given. The important 

* Thft basic ” Bessemer process cannot be used in India lor llio cogversp 
reason thaf Indian pig iron does not contain enough phos^jliorus. 
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riiw inaterialb required for the making of steel are iron ore, a 
mineral which contains iron; coal, which is used as a fuel for 
producing high temperatures and as an agent for separating the 
iron from the oxygen with wdiich it is combined in the ore; and 
limestone or dolomite, which are used as fluxes for carrying away 
in the form of a fusible slag the impurities wdiich occur in the ore 
and in the coal. 


6. There are two main stages in the production of steel from 
, iron ore. In the first, the ore is converted 
manufacture —(1) pig iron into pig iron, a crude form of iron which 
and (2) steel. contains impurities to the extent of about 6 

01 7 per cent. Tliis operation i.s pciTormed in ‘ blast furnaces ’. 
In the second stage the impurities of the pig iron are removed 
to the necessary extent in ‘ open hearth fiirnaces ’ The product is 
then steel. Both these operations require very high temperatures— 
about 1600° C.—in the furnaces and both yield molten products. 


7. Very few' kinds of coal are suitable for use in the blast 
furnace direct, and the first step in the manu- 
Manufacture of coke of pig iron is therefore the conver- 

an its je pi uc s. ookc. The coke is made by 

heating crushed coal of a suitable quahty in coke ovens ’ , which 
are built mainly of silica bricks and fire brii.'ks. The ovens are 
heated to a high temperature by burning (in flues round the 
ovens) part of 4lie gas which is given off from the coal. The 
direct produces of the operation are coke and a fuel gas 
which is similar to ordinary town gas. The gas contains tar, 
which is separated for use elsewhere in the works or for sale, and 
also ammonia which is separated by means of sulpihuric acid, form¬ 
ing sulphate of ammonia which is a useful fertilizer. Since only 
a part of the gas vvhich comes from coal is needed for heating the 
ovens, the remainder is " surplus ” gas w’hich can be used in 
heating furnaces in other parts of the w’orks. The tar and the 
sulphate of ammonia are bye-products ”, the value of which 
reduces the net cost of the coke. Most of the sulphate of ammonia 
produced in India is exported to Java and Mauritius for u.se as a 
fertilizer in the sugar plantations in those islands, and it is 
regrettable that more use is not made in India itself of a very impor¬ 
tant aid to agriculture. 


8. The coke thus 
The blast furnaces. 


produced is charged, together with iron ore 
and flux (at Jamshedpur, dolomite), jnto the 
blast furnace w'hich is essentially a high 


shaft built of special bricks and of different internal diameters at 
different heights. A blast of hot air is blown into the furnace 
to burn the coke. This produces the necessary temj)eratnre in 
the furnace and prpvides the conditions in w'hich tl\e iron i.s 
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separated from the ore and in which the impurities in tiie 
ore and the coke join with the flux to form a slag. This 
slag is lighter than the molten iron and separates itself by 
floating on the top of the iron. The products are molten p’g 
iron, molten slag (at Jamshedpur about half a ton of slag for each 
ton of pig iron) and “ bhi.st furnace gas ” which is combustible. 
The gas can be used for heating the blast of air, for heating certain 
furnaces and (by burning under boilers or in gas engines) for the 
production of jxiwer. Bctw’een one-third and one-half of the 
gas is required for heating the blast and for the engines producing 
the blast. The remainder is surplus and can be used for other 
furnaces and for {xiwer. The slag is of little value. 

9. The ojKsn hearth furnace is built of fire-brick, silica-brick 
The open heartli s'eel and magnesite biick and has a concave oval 

furnaces. liearth of burnt dolomite or magnesite. The 

furnace is heated by burning gas (usually generated from coal in a 
special apparatus called a gas producer). The pig iron and sutdi 
Sled scrap as is available are put in the furnace and the molten 
mixture is treated with a small proportion of iron ore and w'ith lime. 
The ore and lime remove almost the whole of the impurities from 
the pig iron (forming a slag which is piractically valueless) and the 
process is adjusted to yield steel having a composition which will 
produce the necessary mechanical properties in the finished article. 
The steel leaves the furnace in a molten condition. 

10. The steel having tb.iis been made, it only remains to give 

... ... it the final form required by the user. For 

^ this purpiose it is cast into ingots which 

are hloc-ks of (at Jamshedpur) about 5 feet high and 20 to 22 inclie-s 
siiuiire, weighing iiboiil 0 tons e;ich. Tlio ingots are tlieu brought 
to the necessary shape by rolling in “ rolling mills ”, in which the 
hot steel is passed between suitably grooved rolls rotated by 
sufficiently powerful engines or motors to squeei'e the steel to the 
desired shape of cross-section. Tlie ingot pusses first through the 
” blooming mill ”, which reduces it to a ” bloom ” having a 
section of 6 to 9 inches square or to a ” billet ” usually about 4 
inches square, the length being in eiich case proportionately in¬ 
creased. The bloom then passes to the ‘‘ rail and structural 
mill ” whore it is given the fiiiiil shajie of a rail or of a structural 
section such as a beam. The billet, which is intended for smaller 
sections, is transferred to a ” bar mill ” where ft is given the final 
shape of the bar required. 

11. In the process of corivtsi-ting pig iron into finished steel 
Quantities of niatevials (liciv is a certain wastage of the raw material. 

"se*!. About five per cent, is lost in the steel 

furnaces-, and in the rolling mills another five per cent, disappears 
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ovvirip to the formation of scale on the surface of the hot metal. 
But in addition the rolling process necessarily involves the creation 
of a considerable amount of scrap, i.e., portions of the ingots, blooms, 
billets, etc., removed in the process of rolling. Of each ton of steel 
ingots only about In cwts. appear as finished steel. Out of the 
balance of 5 cwts. nearly 1 cwt. is finally lost or can be used only 
as material for the blast furnaces. The remainder* (more than 
4 cAvts.) is scrap whifdi is unus.able as steel; hut it can still be used as 
the raw material for steel, and it goes back into the steel furnace 
along with the pig iron as part of the metallie charge. It is, in fact, 
pig iron from which the imjairitics have been removed and it only 
recpiires to be remelted in order to become available. The net con¬ 
sumption of t)ig iron is therefore about 11 tons for every 10 tons of 
finished steel, t For each ton of pig iron produced, the approxi¬ 
mate consumption of iron ore is If tons and of coking coal ff 
tons. Sirailarlv for each ton of finished steel, nearly two tons of 
iron ore and about 1|; tons of coking coal are used. 


12. The above descrif)tion applies to the older and simpler 
™ , f)or(ion (West plant) of the Jamshedpur 

work’s. In the newer portion ((rreater 
Extensions or East plant) there are certain differences in the steel 
making and rolling. The pig iron is corn’crtcd into steel bv a 
" Duplex ” process, in which the molten iron is first poured into 
a "Bessemer converter -a large ve8,sel lined with refractory 
material—in nhich air under pressure is blown through the 
metal. When part of the impurities of the pig iron have been 
removed by the air, the still molten metal is transferred to a large 
tilting open hearth furnace in which the remainder of the impurities 
are removed and the quality of the steel is finally adjusted. This 
furnace works on tl*e same principles as the onen hearth furnace 
already descrihod, but the size, and mechanical arrangements are 
different. 


13. The steel ingots from*the new plant are, rolled in a new 
hI')o ninn mill. Xearlv all of them become 
Tho now mil's. blooms, but some are rolled (in tliis mill) into 

slabs ’ which are Ijiick' flat pieces (gencrallv about half as wide 
as thev are lonn) which are suitable for rolling into plates in a 
special T'late mill. Some ineots will be snccially cast into a form 

resembling a large slab for direct rolling in the plate mill. Some 

* Tn tho cost accounts the scrap recoverefl is valued at a uniform ^te per 
ton. The department in which it is produced is credited with the value at this 
rate, and a corresponding debit is made for scrap used in the Open Hearth 
Department, 

t This ratio holds good only if two conditions are fulfilled— 

(1) 'Pluit all the scrap produced in the work.s goes back into tbe steel 

furnaces; 

( 2 ) That no scrap is used w'hicb is brought in from outside the 
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of the blooms from the new blooming mill will be transferred to a 
new rail mill to be rolled into rails and-structural sections. Ihe 
remainder of the blooms will go to a “ sheet-bar and billet mill ” 
which (ionsists of several sets of rolls placed one immediately 
behind another so that the bloom passes through them successively, 
travelling always in one direction. Such mills are “ continuous ” 
In this mill the bloom is rolled cither into small billets or into 
sheet-bars ”,'which arc long, thin, flat bars (for example, 20 ft. 
long, 8 inches wide and I inch thick) which arc cut into short 
lengths for rolling in a ” sheet mill ” into thin sheets such as are 
used for galvani.sed sheets and tin plate. The small billets from the 
sheet-bar and billet mill go to a continuous ‘ merchant mill or bar 
mill, which will roll them into bars of the ordinary small sections 
suitable for the merchant trade. This will also produce ‘ wire 
rods’, i.e., round rods less than } inch diameter suitable for'being 
drawn into steel wire. 

14. The works of the Tata Iron and Steel Company are 
The Tata Iron and Steel situated at Jamshedpur in the Singhbhurn 

Cimpany. district about loO miles to the west of Cal¬ 

cutta. The Company was formed in 1907 and the construction of 
the works began in 1908. Pig iron was first produced in December 
1911 and steel in 1913, and by 1916-17 the old plant, under the 
stimulus of the war demand, was in full production. In that year 
a very large scheme of extensions (known as thft Greater Exten¬ 
sions) was mooted and is now (February 1924) on the eve of 
completion. It was originally hoped to complete the extension 
scheme in 1920 or 1921, but construction was very greatly delayed, 
first because, during the period of hostilities, priority certificates 
had to be obtained from Government before tlie manufacture of the 
new' plant could begin, and secondly Ix'canse, when tlie war was over 
and the post-war boom in iron and steel began, there were inordinate 
delays in the delivery of the machinery already ordered. By 1921- 
22, the only part of the new plant directly contributing to production 
was the third blast furnace. During 1922-23 and 1923-24 other 
parts of the plant have begun to operate, and the remainder will 
do so in 1924-25. 

15. The finished steel products manufactured by the Company 
Actual and future pro- 'f> the old plant comprise rails and heavy 

ductinn of the Tata Iron structurabs (beams, angloR, channels, etc.) 
and SteW (.ompaiiy. and bars, light structurals. 

light rails and fish plates in the bar mill. The additional products 
which the Company will he equipped to manufacture in the new' 
f)la!it are plates, sheet.s—black and galvanised--.sheet-bar.s and 
steel sleepers. The following table compares the production of 
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the years 1916-17 aud 1921-22 with the production expected when 
the new plant is in full operation 


I’roJiiclioii ill 


Coke , 

Pig iron j3i'odu(eti , 

Pig irtm told 
Stool Ingyla 
Finished stool— 
lloovv ruil^ . 

Heavy st'-uelurals 
Light rails and n»h].lates 
Pars and light flnu'tnral 
1 latoi . 
hoots 

Sheot-kars 
Sleepers 
Blooms and billots I’or sal 

Total fii.isliOfl stool 


Tons. 

230,6^2 

147,197 

3!i,541 

13‘i,«3 

54,021 

14,838 

6,379 

24,48'I 


I roductioii iii 
1921-22, 


Tons. 

959,923 

270,270 

104,402 

182,107 


Production 
expected when 
I new plant ia in 
full operation. 


77,880 

18,393 

(1,680 

23,018 


!)8,72fi 


125,871 


Tons. 

850,000 

(il0,0'i0 

40,000 

570,0u0 

235.0::O 

02,000 

48,000 

36,000 

85,000 

3,000 

3,(00 


422,000 


The production of pig iron increased by more than 80 per cent, 
between ]916-17 and 1921-22, mainly owing to the construction of 
the third blast furnace. Steel production increased, but only by 
about 27 per cent., owing to the erection between 1916-17 and 
1921-22 of three new ojien hearth steel* furnaces. The output 
expected when the new plant is in full operation is more than twice 
tlic 1921-22 output of fiig iron and more than three times the output 
of finished steel. 


* Thesp .1VP .vdditiims to the old plant- and not part of the extension scheme. 









CHAPTER 11. 


The Steel Industry and tlie conditions laid down by the 
Fiscal Commission. 


16. The cliiim of the Tata Iron and Steel Company for pu'otcc- 
The claim cf the Tata stccl industry is embodied in 

Iron and Steel Company tlieir original representation dated the 

on beh-ili of the Steel in- ‘ITth/^Btli 'July 1923. Briefly the proposal 

made was that an all-round duty of 33J per 
cent, ad valorem should be imposed on all kinds of steel maniiliie- 
tured by the Company at Jamshedpur. Wlicn we endeavoured 
to ascertain on what basis tliis figure had been arrived at, no very 
lucid explanation wa.s forthcoming. Mr. Peterson, giving oral 
evidence on belialf of the (’ornpany, stated that generally the 
Company were, of opinion that rolled steel was likely to enter 
India at a pricte, without duty, of about Bs. 150 per ton, and that 
the Company could sell steel at a reasonable profit “ at or under 
Bs. 200 a ton.” A claim so vaguely coiu-eivcd clearly reepnred the 
closest scrutiny before any conelnsion could he formed as to its 
merits. This involved a inimilc examination of the cost of pro¬ 


duction of rolled steel at Jamshedpur and a review of the fluc¬ 
tuations in the price of imported steel. Tlie results of our investi¬ 
gations will be .set forth at length, but in the first instance it is 
necessary to ('.onsider tiie claim of the steel industry to protection 
from a more general point of view. 

17. In paragraph 97 of their report, the Fiscal Commission 
Th« eouditioiis laid clown three conditions which in their 

drwn by the Fiscal Cfmi- opinion should be satisfied in ordinary eases 
before a claim to protection is entertained. 
Those conditions have been approved by the Crovemmont of India 
and the Legislative Assembly. They are as follows 


“ (B The industry must be one possessing natural advant¬ 
ages, such as an abundant supply of raw material, 
cheap power, a sufficient snf)ply of labour, or a large 
home market. Such advantages will be of different 
relative importance in different inc^istries, but tliey 
should all bo weighed and their relative importance 
assessed. The successful industries of the world 
possess certain comparative advantages to which 
they ow'e their success. No industry which does not 
possess some comparative advantages will be able to 
( 10 ) 
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compete with them on equal terms, and therefore 
the natural advantages possessed by an Indian in¬ 
dustry should be aiial 3 'sed carefully, in order to 
ensure as far as possible that no industry is protect¬ 
ed which will become a permanent burden on the 
community. 

(•2) The industry must be one which without the help of 
protection either is not likely to develop at all or is 
not likely to develop so rapidly as is desirable in the 
interests of the country. This is an obvious corol¬ 
lary from the principles which have led us to recora- 
inend proteedion. The main object of protection is 
either to develop industries which otherwise would 
not bo developed or to develop tliom with greater 
rapidity. 

(8) The industiT must be one which will eventually be able 
to face world competition without protection. In 
forming an estimate of the probabilities of tliis (w.idi- 
tion bein;;- fulfilled the natural advantages referred 
to in condition (1) will of cour.se be considered care¬ 
fully. The importance of this condition is obvious. 
The protection w-e contemplate is a temporary pro¬ 
tection to l.'e given to industries wltich will eventually 
be able to stand alone.” 

iti. Our ernpifiies liavc .satisfied us that India possesses great 
natural advantages for the production of 
ludiii'fl l■e..^l.lu•c'e.^ iu yt-^el and iron and that the first condition 
laid down by the Fiscal Cominis.sion is 
therefore fulfilled. Of the raw materials required the three most 
important are iron ore, coking coal and limestone (or dolomite) for 
Iluxing purposes. Xjarge deposits of iron ore exist in many parf,s 
ot India, particularly in the Central Provinces, but at present by far 
the most important arc those which lie in the so-called ‘ iron belt 
extending over the district of*Bingbhum and the adjoining Feuda¬ 
tory States of Orissa. The belt contains enormous quantities of 
extremely rich iron ore in which the proportion of metallic iron 
frequently rise.? abo'^ 60 per cesit. This'ore can be mined cheaply 
and landed at the Iron and Steel works at a cost of between Ils. 8 
and Us. 4 per ton. The Director of Geological Survey has supplied 
us wdth extracts from a report* by Dr. Fox, an officer of the Depart¬ 
ment, on the minwal resources of India for a domestic steel indus¬ 
try, in which the iron ore deposits of the country are described. 
Dr.’ Fox mentions two estimates of the quantity of high quality iron 
ore available in the so-called ‘ iron*belt ’, both of them in the neigh¬ 
bourhood of 3,000 million tons. Other authorities have taken 


* S«» Ancexuia. 
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tower figurets and, until further exploration has been made, no 
exact estimate is possible, but there is general agreement that the 
quantity is very large. In other parts of the world equally rich 
ore is to be found, but it cannot be landed at the iron works at 
anything like the same price. Conversely, equally cheap ore 
exists in some countries but of nothing like the same quality. The 
advantage India possesses in the shape of iron ore is therefore 
very great. 

19. India’s lesources in coking coal, so far as they have been 

ascertained, are not on the same scale as 
Coking coa. jjj quality Indian 

coal is inferior to the coal available in the great steel making 
countries of the West, and the high percentage of ash content 
renders it necessary to use more coke in the blast furnace. Never¬ 
theless, since even now Indian coal is relatively cheap, the total 
cost of coke per ton of pig iron is not excessive. The question of 
quantity is more serious. It has been discussed both by 
Dr. Pox in the report already referred to, and by Dr. Pascoe, the 
Director of the Geological Survey, in )iis forwarding letter. Both 
officers explain the great difficulty there is at present in forming 
any definite e.stimate of the total quantities of coking coal suitable 
for metallurgical purposes which are available in India, and until 
the experts have investigated the matter further, it would be use¬ 
less for us to enter on any detailed discussion. The last .sentence 
of Dr. Pascoe’s letter, however, is important. “ I think it is 
safe ”, he writes, ‘Uto conclude that, assuming tons of coking 
coal to be necessary to produce tons of coke, tlfcre is enough 
coking coal in India to supply the iron and steel industry with 4 
railhon tons of metallurgical coke per annum for the next 150 years 
at least ”. 

20. The general conclusions which tlic cvideinre suggests might 

Corclusion* regarding 
the supply of coking coal. 

(1) There are sufficient sup)pli5b of coliing coal available to 
meet the needs of a steel industry capable of provid¬ 
ing for India’s own requirements and a certain sur¬ 
plus for export for over a century^. 

(21 The question whether coking coal exists in sufficient 
quantities to justify the establishment of a large export 
trade in steel cannot be settled until further surveys 
and explorations have been made. 

The information at present available suggests the 
desirability of conserving India’s resources of metal¬ 
lurgical coking coal. It would clearly be unfortu¬ 
nate if large quantities of very rich ore could not b« 
utilized in the country for want of a suitable fuel. 



STliJIL INDUSTRY LAID DOWN BY FISCAL COMMISSION. 


\S 


The last point is clearly important. It is conceivable that new 
discoveries may render it possible to utilize in the manuiacture 
oi iron coal which is at ijresent classed as -hion-coking. It 
is possible also that fresh discoveries of coal may be made m re¬ 
gions where iron ore is also present. Thus, for example, in the 
course of the surveys for new railway lines crossing the belt of 
feudatory states which lie between Chota Kagpur and the Central 
Provinces, the existence of coking coal has been proved in at least 
two coalfields (Jaghakhand and Jhilmilif. Tt is unsafe of course 
to place much reliance upon mere possiliilities, and the need for 
a tliorough investigation of the question by the Geological Survey 
is obvious in order to remove the unccitait\ty which exists. But 
the doubt relates only to the comparatively distant future, unless 
the growth of the iron and steel industry in India exceeds all 
expectations. The Tata Iron and Steel Company informed us that 
they believed they had 400 million tons of coking coal in tlicir 
mines in the Jharia and Raniganj fields, and the United Steel 
Corporation of Asia have also secured ample supplies of coking 
coal. 

21. The present pre-eminence of ihe Singbbhum and Orissa 
iron bell is due not only to the richness and 
Vicniitv (if tin (u.nl- abundance of the ore deposits but also to the 
(lelidtr ' ^hat they arc situated at a distance of 

aboiit 200 miles more or less from the coal- 
helds. This is importanl beciause the freight on raw materials is 
a lieavy item in tflc cost of production. The Tata Iron and Steel 
Company at present brings its iron ore from a distance of about 
00 miles and its coal from an average distance of a little over 100 
miles, the freights paid homg about 7.1 amias and Pis, 1-5-6 per ton 
respectively. It woidd be easy to quote instances, Ixdli from Europe 
and America, where the manufacturer obtains his snp{)lies of raw 
materials from a much shorter distance, but on tlic continent of 
Europe either the coal or the ore has often to be brought from a 
distance of 200 miles or more, and in .America the distances arc much 
longer. The greatest centre of steel inonnfacture in the world i? 
the western district of Pemisylvannia, which brings its iron ore 
from the western shores of Lake Superior, more than a thousand 
miles distant, the j^urney^ involving a double- transference from 
rail to water carriage and vice versa, and its coal by rail from a 
distance of about 60 miles. Tt will be seen, therefore, that 
in this respect India possesses a- naturnl advantage over many 
countries. 


22. In respect of fluxing materials India does not possess the 
Limeatono same superioi-ity as in ore, but economically 

is at no disadvantage. Inmestone of the 
best Quality is to be found in India, but at such distances from the 
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iron ore and coal as to preclude its use for metallurgical purposes. 
There arc, howSjVcr, ample supplies of limestone and dolomite 
within a reasonable di.stance of the other raw materials. . These 
su{)plies thoiigli not equal in quality to those available in other 
countries are nevertlieless sufficient for the purpose. Larger quan¬ 
tities liave to be used but, as the materiaLs are cheaper, the cost 
of flux is not on the whole' liiglier tlian it is elsewhere. 

Most of the other materials required by the industry exist in 

()th«r .aw unite,inf.. exceptions are only 

]’e(|mred in small quantities. We need only 

mention : - 


(a) iniuigaiiese, of which ample supplies exist in the tlentral 
Piovinccs, and 


(b) refractory inatcrial.s. 


Amongst the latter fireclay exists in man> parts of India and 
the manufacture of tire-bricks is carried on extensively. Tlte 
manufacture of silica bricks was also established during the war 
av Kuiuardhubi, raw materials of excellent (juality being obtained 
■from the south of the Monghyr district. The silica bricks pro¬ 
duced ill Tnclia are probal.ly not yet equal in quality to those 
])roduce(l in Fnirope and .Xmcrica, but tlie quality is impro\ung and 
we .see no leasoii why eventually full success should not he 
attained. 


•24. (.)t the natural advantages whicdi Tndia |.x)sscsses for the 
manufacture of iron and steel, no better 
l.ow cost, ot luauuUc proof can perhaps be given than the 

tact that she already produces pig 
iron more clieaply than any other country in the work! 

and a considerable export trade with Japan and th, 

Wc.st coast of America has come into existence. The low- 


cost of pig iron means that the Tndian steel mamifaeturor start- 
with a distinct advantage over inanufacturet’s elsewhere, but at 
[ircsent this advantage i.s lost owhng to the higlier cost of the 
subsequent processe.s. It has already been proved by the Tata 
lion and Steel Company that steel of a thorcuighly sound quality 
can be manufactured in India, and the steel furnaces during the 
w'ar attained a rate of output not inferior to tliat of western 
connlries. It hn.s not hitherto been found possible, however, in Tndia 
to combine high oihqiut with satisfactory quikity. During the 
war cjualilv had to be sacrificed to quantity and since the -w'ar 
quantity to quality. The problem remaining to be solved is how- to 
increase the rate of production without sacrifice of quality, and as 
scon as that has been done, India’s natural advantages will have 
full play. 
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26. The question of the natural advantages and disadvantages 
of an industry has oth( i aspects besides 
Indian labour in t e ^ materials, and the Fiscal 

•teel indastrr. . . „ , ’. ,, ^ , , 

Commission referred sj ' cially to labour 

and the market for the goods produced. In respect of 
l8,boar India suffers under a disadvantage inevitable in any 
country which is mainly agricultural, and where industrial 
experience and training has still to be acquired. 'I’his 
renders it necessary at pre.sent to import skilled .su|)ervision 
from Europe or America for the more difficult proce.sses involved 
in the manufacture of iron and steel. This is a ti injDorary difficulty 
which will eventually dis.appear. As regards unskilled and semi¬ 
skilled labour wages in India are relatively low. Imt it is doubtful 
whether in this matter India has any advantage. Ijow-paid labour 
is not necessarily cheap, and far more men are employed in iron 
and steel works in India than would be considered necessary in 
western countries. In tbi^; matter also time should work an 
improvement. 

26. The market for steel in India is of course not comparable 

to that which exists in European countries 
Tbe Induui nrwket t(ir America, but large quantities of steel 

arc imported annually. Up to the outbreak of 
the war the market tvas steadily growing, and in due course the 
upward movement will no doubt be resumed. The total consump¬ 
tion of iron and steel in India may be put in the neighbourhood of 
a million and Imlf tons, and of steel only al about a million tons. 
These figures, however, include a considerable amount of 
machinery, hardware, motor cars, etc., which arc not likely to be 
j)roduced in India for many years to come. Nevertheless, the 
market is already large and, with the expansion of demand which 
may be expected in the next ten or fifteen years provided there 
is an adequate extension of transport facilities, there would be room 
for two or three steel works each with an output comparable to that 
of the works at .Jamshedpur. 

27. The second condition laid down by the Fiscal Commission is 
in some respects the most important 
of all. If the other conditions arc 
satisfied, the only admissible inference 
is that protection- is legitimate, if 
necessary, hut the question of necessity 

has been the main o'jjeet of oiir enquiry 
the .steel industry can be established in India 


Moel. 


The Piscal Coniniis 
sinn'fl swriid onnditiou. 
Nwessitv of pvnU’ctidn 
for dovolopment of the 
steel iuduBtrv, 


is still open. It 
'll ascertai7t whether 


without protection, and the greater part of this report is devoted to 
setting forth the facts on which the answer to the question must 
he founded. It is not necessary at this stage that we should do 
more 4han state the conclusion at which we have arrived. At the 
present level of prices and wi4h the present cost of production, the 



Ifi 


CHAPTER II. 


raanufactare of steel at Jamshedpur is unprofitable and involTes a 
heavy loss. There is every hope that, in the course of three oi' 
four years, production costs ivill be substantially reduced, owing 
to the adoption of a new process of manufacture and the provision 
of an up-to-date and efficient plant. But there mu.st be an 
extreniely difficult transition |)cnod during wffiich assistance is 
s]:)ecially necessary. Tt i- not a question of inability to pay 
dividends on an exc^essive <-apital. but of inability to manufacture 
and sell steel except at an actual loss. If the efforts of the firm 
rvhich has been the pioneer of steel manufacture in India were to 
end in disastrous failure, it would be idle to hope that fresh capital 
would be forthcoming, and all prospect of further development for 
the next ten or fifteen years w’ould be at an end. We had it in 
evidence from Mr. Fairburst that the Indian lion and Steel Com¬ 
pany wa)uld not under present conditions consider the question of 
embarking on the manufacture of steel unless protection wore 
given, and Mr. Tarlton, ,giving evidence on behalf of the United 
Steel Corporation of Asia, stated that v;itbout protection it would be 


imnossible to raise the capital required for a fresh enterprise. Our 
deliberate opinion is that, wiibotit the help of protection, the steel 
industry is not likely to deielop at all. 

•28. The third question we have to answer is whether the steel 
. industrv is one which will eventually 


eo.rlifinn. E-.-o.yaal ahlc to face iv<>rld competition 

sibili+v oC tho svel iiidus- without protection. We have no hesita- 
frv tn eiist wi-hnut pr'i- answering it in the affirma- 

tive. As we have pointed out, India 
can already produce pig iron more cheaply than other countries. 
The process of steel mamifacture is admittedly much more difficult, 
and years must ela pse before Indian labour ^acquires the necessary 
skill and experience. But India’s natural advantages are so great that 
we believe it will not be long before the initial difficulties are 


without protection, 
tion in answcriip 


overcome, and steel is produced at avost low^enough to enable it to 
face outside competition in India without protection. 


29. Before quitting this liranch of the subject we must advert 
Tnu-.ortancc of tho .tool briefiv to one aspcct wljich is of paramount 
industry on jiational i]n()crtance. In paragraph 106 of thcir 
sroands. Bepoit, the Fiscal Commission discussed 

the treatment ol industries essential for national defence or of 
special militaiy value, and affirmed without hesitation the principle 
that *' any industry wbidi is essential for national defence 
and for which theConditious in India are not unfavourable 
should, if necessary, be adequately protected irrespective of 
the general conditions vhich we have laid down for th« 
protection of industries ”. In the next paragraph ‘they 
observed ” In the first place there is,the steel and iron induelry. 
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There can be no question of its importance for purposes 
ot national defence, and there appear to he no natural obstacles to 
ils developnient in India.” On the basis of these statements the 
case for protecting steel aj^pears to us to be overwhelmingly strong. 
The extreme iaqrartance on national grounds of the existence of 
steel manufacture in India was demonstrated over and over again 
during the war, and it is unnecessary to recapitulate facts which are 
common knowledge. If, in accordance with the principles laid 
down by the Fiscal Coirmnssion, the protection of steel is not held 
to be justified, we are at a lo.ss to innigine what industry could 
possibly comply with them. It is impossible to conceive a stronger 
case. 
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General Principles underlying the Scheme ol 
Protection. 

80. in the last Cliaptet we have described the natural advau- 
tages which India possesses for the nianufac- 
Generiil jmncipli's of Steel, —advantages great 

the protective iclieme. i i- i- .1 . t 

enough to warrant tlic belief that the Indian 
steel industry will eventually be able to face world com*[)e(ition 
without protection. We have still to give our reasons for holding 
that without protection the industry may cease to exist and 
will certainly not develop for many years. Bitt before we enter 
on this branch ol the subject, it is desirable that eve should state 
briefly certain general principles ivliieh have guided us 
ill our consideration of the subject, and which undorly all oui- 
recommendations. They are as follows: — 

(T) The answer to l.he iiuestion whether protection is neces¬ 
sary deiiends in the main on the dilfft'ence between tivo 
prices : 

(a) the price at which steel is likely to he imported into 
India from abroad, and 

ib) llie price at which the Indian maim fact urcr can 
soil at a reasonable profit. 

(‘il If protection is found to be necessary, and the advantages 
to be derived from it are»lield to outweigh any objections 
ivhich may exist, then the measures taken must be 
adequate (o secure their purpose. 

(3) The schciue of proleclion should he so adjusted as to 
interfere as little as jKissible with those kinds of steel 
which are not mainifactnred in India at present and are 
not likely to be manufactured in the near future. 

31. The first point referred to in the last paragraph need not 
detain us long. It is, indeed, obvious that 
Difforeiuic kctwL’cnpint's. need for jirotection exists in so far as the 

Indian manufacturer, selling his steel in competition with imported 
steel, fails to realize a fair profit or incurs an actual loss. W.e have 
mentioned the point specially here l)«th because, in our opinion, the 

( 18 5 
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dill'erence between the two prices is the natural measure of the 
amount of protection required and because it affects one of our 
subsidiary proposals referred to in this Chapter (see paragraph 36, 
below). 

32. We desire to lay great stress on the second point. The 
Prntet-tive measures immediate object of the scheme of protection 
must: be adequate te secure is the preservation of the industry as it exists 
their purptse. present. Its remoter, but equally impor¬ 

tant, object is to attract capital to the industry and promote the 
development of India’s natural resources. From both points of 
view' the protection given must be adequate. The immediate needs 
of the industry must determine the amount of protection to be accord¬ 
ed at the outset, but the future of the industry must also be consi¬ 
dered. The object in view will not be attained if steel manufacture 
in India continues to be the monopoly of a single firm, for, unless 
there is internal competition wdthin tlio tariff wall, the stimulus to 
economical production disappears. It is far from an extravagant 
ambition that within fifteen or tw'cnty years India should be able to 
provide the whole of her domestic requirements of most kinds of 
steel, and should .be able to produce at as low a cost as other 
countries. It is this result which would finally justify tbe demand 
for protection, but it will not be achieved unless the capitalist 
judges that the price he is likely to obtain gives him a reasonable 
profit, and unlej? he believes that protection for the steel 
industry has become the recognized poliev to which Govern¬ 
ment will adhere. It may not be possible under existing 
conditions to retain anv one rate of protection for a lengthy 
period. Industrial conditions have been profoundly disturbed by 
the war, and all forecasts of the course of world prices 
are likclv to he falsified. Long views arc impossible, and tariff 
duties which give reasonable protection when first imposed may, 
in the course of a year or two, prove inadequate or excessive. 
Preciselv for this reason it is knportant that the policy should be 
clearly laid down. Unless protection is adonted as the result of a 
deliberate decision of Government and the I/cgislature to encourage 
the dcvclonmeut of the steel industrv iu Tudia, it will not be easy 
to enlist fresh capital in the business. The capitalist must look 
for an assurance that protectiou wull he coutinued to the extent 
necessary for the full period which' must elapse before antioipatious 
cau he tested hv results. From the date w'hcn a new firm decided 
to pstnhlish steel works, fiv'e vears would nrohahlv clause before 
steel was actuallv mauufaetured, aud auother five years before the 
success or failure of the venture couJd fairly be estimated. Tu these 
circumstance^ continuity of policy is essential, and it seems to ns 
desirable that flic poliev should he elearly declared iu the preamble 
to any legislation which is imdertakep. 
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.no. The imcertaiiity of the future course of world prices luakcs it 
uftccssavv to buttress the scheine iu another 
Necessity that Gcsveni- ^ thcviuitural lueasure 

uient should have power to "'V • i • n 

make the pri tection srivon of tlic protection required is the dmeientc 
effective. Iiel.ween the price at wliich foreign steel 

enters India and the price which gives the radian manufacturer a 
reasonable profit. Hut that dilTercnee may vary eitlier because (if 
changes iu the cost of production or, much more fretpiontly, because 
of fluctuations in the ini]xirt pric('. If the rate of protection requires 
revision because of changes in piroduction eosls, that is clearly a 
matter which should be settled by the T.cgislatnre after a full 
eiicjuiry. If again, cirenmstanees have changed owing to ii rise in 
the price of imported steel, no anthority other than the Ijegislature 
should have power to reduce tlic tariff duties, and in this case also 
a full enquiry would he desirable. Bnt when a marked fall occurs 
in the price of imported steel an immediate remedy niay be neees- 
sarv, and we think the eveentive Government should have'power 
to apply that remedy at once, for, if the intervention of the Tiegisla- 
tnre were necossarv, mneb mischief might be done before action 
was taken. If the measnr<*s adopted are to be adequate for their 
purpose this contingency must be provided for. 

34. Tito danger of foreign steel entering India at abnormally 
Dan!:.'v of inviioion of low prices is, we believe, a real one. Since 
tho fn-h-.m marketbv 1091 the cbeapcst imported steel has come 
cheap steel from abroad from T?clg;inm, tbongh, m 1022 at any 
rate, part of it niav liave originated in Germany. During 
the last few months there has been a rapid increase in the Preach 
prodnetion, and it is (|nile possible that Prance may become a more 
formidable competitor in tlie world’s steel markets than she has 
Ihtherto been. The results of the resumption of steel production 
ii' Gerniauy on a large scale, if and when a settlement of the 
reparations problem is attained, might of course be serious, and 
the menace of the rek'ase of the ^inlir st(s;ks has not yet been 
finally dispelled. Under these conditions wide and sudden flnctna. 
tions in the price of steel are not improbable. 


.3.5. We have considered th(' legislation adopted in other coun¬ 
tries to guard .against similar dangers, bnt 
Xpccfsity fer complete luive not found it possible to frame onr 

tional (bitic.s. proposals 0)1 the model of any of them. In 

siieh measures the execuKve Government is 
usually empowered to take action when the fall in prices is due to 
some particular cause, e.c/., the depreciation of the exchange, the 
grant of bounties nr the low (»)st of production in the coiinti'y 
of origin. Rut. if the end in view is to secure to the domestic 
manufacturer n I'easonahle price, the causes which liave enabled 
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the foreis'u manufiicturer to send his steel into Tiidi;i at lov.-ei' 
prices arc really irrelevant. If economic conditions in the world 
generally were more stable, it might be possible to dis]:)ense with 
additional safeguards or to limit them to particular dangers. But, 
things being as they are, we believe that special powers are neces¬ 
sary, and that they should 'be complete and not liedged about with 
restrictions. 

36. The power which we propose should be conferred on th.e 
exeentivo Government in any legislation 

Moasiiros prfipcsed. undertaken to give effect to onr proposals 
may be defined as follows. 

Tf the Governor General in Council is satisfied, after such en¬ 
quiry as he considers necessary, that steel is entering India from 
abroad at such prices as are likely to render the protection given 
by this Act ineffective, he may impo.se such additional duties as 
in Ids judgment are required. 

It will be seen that the only point to be dctcrirdncd by enquiry 
would be the prices at which steel was actually entering India, 
and these would be compared with the assumed prices taken as 
the basis of the protective duties determined hy the Act itself (vide 
paragraphs 45 and 97 below). Arrangements wotild be necessary 
at the Customs Houses in the principal ports to record from the 
invoices the actual prices at which protected goods were being 
imported, and if this were done it should be possible to complete 
the necessary enquiries promptly. It would then rest with tlie 
Government of India to decide, whether a case for the exercise 
of their special powers had been made out. A comparatively 
sniiill decline in the price, or a fall likely to be of very short dura¬ 
tion, might not be a sufficient ground for taking action. But the 
I)ower to act when necessary slunild be unfettered. 

.'17. We do not proywse at this stage to develop the details of 

Rupiilemontiwv provi- further, but two ]X)ints may be 

,if.iis, picntioned— 

(1) The actual enquiries might, we think, be made at the 

ports by the Collectors of Customs who would report 
to the ^lovcrnment of Tndi.a through the Board of 
Inland Bevenue.' 

(2) The power given should be capable of exercise in the 

case imports from all countries, or in the case of 
imports from a particular country or countries. 

,38. Tjcgislation of the kind prof)Osed is often described as 
'' anti-dumping ”, but we have deliberately 
atteiocl refrained from making use of that word 

Whatever the precise meaning of ‘‘dumping’ 
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i.iaj' be, it always carries witli it a suggestion that the “ dumpers ” 
are guilty of some degree of moral obliquity, and may' therefore 
justly be penalized. Wc prefer to rest our ca.se on other grounds. 
Whatever the reasons for abnormally low prices may be—whether 
bounties in the country of origin, specially reduced freights, a 
depreciation in the exchange of a particular country, a rise in the 
value of the rupee as compared with other currencies, or the sale 
of steel at uuremunerative [iriccs—the efl’cet on the Indian market 
is precisely the same. It is this ellect which has to be dealt Avith, 
if the protection given is to be ellectivc. 

89. On the third point mentioned in paragraph 30 a few words 
Avoidance of iiderfei- wiH suffice. The policy laid down for our 
ence with steel not pro- guidance is that of discriminating protection 
duced in India. which restricts the burden on the consumer 

to the minimum necessary to attain its object. It follows that 
tho,se kinds of steel which arc not produced in India at present, 
or are not likely to be produced in the near future, .should, as far 
as possible, be left unfouebed. We mention the point here be¬ 
cause wc desire to make it plain that this consideration has been 
present to our minds throughout our enquiry. To put it very 
briefly, there is no need for protection unless there is something 
to protect. 
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Prices of Imported Steel. 

40. It is necessary lor om- jjurpose that we should describe 

. bru^tiy tne course of steel prices during the 

betoraud alter theCaT three years before 

the war the f. o. b. price of imported rails 
was about X'G a ton, structural sections and plates a few shilhnga 
higher, galvanised sheets about £1'A a ton, and the average f. o. b. 
price of continental mild steel bars about £‘5-i0 a ton. The landed 
prices in India may be taken at about Ti a ton above these figures. 
During the war the importation of steel from abroad was extra¬ 
ordinarily difficult, and such steel as was available naturally com¬ 
manded a very high price. War prices, however, have no special 
significance for our purposes and need not be discussed. After 
the cessation of hostilities steel prices fell heavily in the earlier 
part of 1919, but later in the year a recovery began which became 
more rapid as it proceeded, and during 1920 unheard-of levels were 
attained. The Great Indian Peninsula Railway, for example, paid 
£17-10 a ton (f. o. b.) for imported rails in 1920-21, and the Bom¬ 
bay, Baroda and Central India Railway from Rs. 340 to 350 
a ton (c. i. f.) fpr imported structural shapes. Continental mild 
steel bars again were (juoted a.s high a.s £29 a ton c. i. f. Bombay 
in November 1920, and the market quotations in the United 
Kingdom rose to £24 a ton for beait\s and common plates and to 
over £50 a ton for galvanised sheets. The boom was not of long 
duration, however, and the fall of prices in 1921 was as rapid as 
the rise had been. Throughout 1922 and 1923 prices have con¬ 
tinued at a low level, the only chauges of importance being— 

(a) A sharp rally in prices for a few months during the spring 
of 1923 after the oT'-cupation of tlie Ruhr, followed by a 
gradual decline though not quite to low-water mark. 

(h) An apprcciahle increase in British market quotations for 
steel apiiarcntly due to prospects of better trade at the 
end of 1923. 

41. The low level which prices have touched, are indicated by 
Lowcit level of pricQ^, the iollowmg quotations ! 

0 . i. f. price 
per ton. 

Its. 

Kails 133‘8 Imported bv the Be.ii^iil Nagpur Kailvray 

in 1923, the order having been apparently 
])laced in 1922. The f. c. h. pri(!e was 
17-10 0 a ton. 

( 23 ) 
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c. i. f. price 
l>er toil. 


Ai)^lei> 

(.'Ivan eels 

Cvitish beams . . 

Contiiioiital mild steel 
bars. 

(.iialvauvsed sheets 


Us. 

Khi ) Impvirtcd by the Bombay, Barcdvi and Ceiilial 

l:i2 3 India Railway in lt)2d. 

Idi) Imported by ilcssvs. Richardson and Crnddas 
in 1022. 

iOb Imported by ‘'tossrs. Trivedi and Ci. in Avv- 
ember 1922. 

2d0 d'he iivera.:,;e British jnavhct (jiiotviticii in 
1922 was Ulz-u-l) a ton. The price given 
is the equivalent c. i. f. price atter allow¬ 
ing for treight, insurance, etc. 


42. The figures given m the last paragraph compare as follows 
L'cmpavisrn with p.e- F'c-war pi'iccs, taking the latter as 

wii-f prices. !LO0 ill Ccicii ciisc . 

Rails ... 

125 

Anglos and Cluuinel. . 

120 

Itrifiiih beams . 

. ■ , . 125 

(Ji'nliiwntal bvvrs 

110 

Galvanised sheets 

145 


it is tioticeablt' tluit tin.* price level i.s higliest where the British 
itiiMiufactiirt:f luis least to fear froiti continental competition, i.e., in 
the case of galvanised .sheets, in the ca,se of most commodities 
post-war prices are still at least 60 per cent, above pre-war prices, 
and the fact that steel prices have temporarily settled down at a 
much lower level is significani. 

■13. The explanation of the low range of steel prices is not really 
Reasons for h w level of obscure. More economical methods of 
steel j.riccs. manufacture will account for part of it, and 

tire eslablisliment in Belgium and hvorlhcrn Fiance of thoroughly 
modt'i'u and up-to-date plaids in place of tliose destroj'e.d during 
llic war. Sonudhiiig must tilso be attributed to the general depre¬ 
ciation -of tliv^ continental exchanges, tiiuugb »e do not rate this 
inllucnce very liigli cxce|)i as a lcni[)()rai'y factor. But in the 
main, tiie ox|ilanation is to he found in an immense decrease in the 
world's c:onsiim|)lion of steel, coupled with a- simultaneous iacrease 
in steel manufaciuring capacity. This broad statement is, of course, 
subject to ([ualifiealions. Tlie production of steel ingots and 
castings iu the United States of ^.Vnierica has risen from about 31 
million tons in 1913 to aliout -.14 million tons in 1923, but in tliat 
country consumption and productive capai.-ity h.a.ve increased toge¬ 
ther, and steel exported from the United States is not at present an 
important luctor in the world’s export fnarkets. Bi.it if the United 
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States be excluded, tlie world’s steel production has dropped* front 
44 million tons in 1913 to 28 million tons in 1923. It is estimated 
that the British plant is capable of producing about 50 per cent, 
more than before the war. The productive capacity of the steel 
works on the continent of Europe has also risen substantially, 
l)Lit owing to territorial redistributions there has been a great 
transference from Germany to Prance. The latter country in 
1922 and 1923 produced nearly the same quantity of steel as in 
1913, and Great Britain about 800,000 tons more. Belgium was 
just short of pre-war production, while Germany of course has 
produced only a fraction of its output in 1913. 

44. The figures show that in 1922 and 1923 the world’s con- 
. sumption of steel (excluding the United 
utiieuuuierativJ^ ^'^^*^** ^hates) w'as less than two-thirds of the pre¬ 
war rate, and in these circumstances 
the keenest possible competition for the available markets was 
inevitable. In the written and oral evidence we have taken w'e 
have heard much of ‘ dumping ’, but the use of this word does 
nothing to illuminate the subject. Unquestionably the British 
steel manufacturer has been selling steel for export at lower prices 
than lie accepts from British purchasers, and probably continental 
manufacturers follow the same practice, as the Indian manufacturer 
of pig iron certainly does. But w'e have received no evidence which 
suggests that any deliberate policy of cutting prices is being pursued 
with the object ol killing the industry in India. The steel manu¬ 
facturer, whether British or continental, is striving for the highest 
price he can get and, if he accepts a low price, it is because he 
must endeavour to keep his works occupied even if that means 
sacrificing all profits. + The lowe.st prices that have been touched 
are not remunerative and the evidence we have taken suggests 
that, when the price of the ordinarv kinds of rolled steel in the 
T'^nited Kingdom falls appreciably below' .-£8 a ton, the margin 
of profit is near the vanishing point for most manufacturers. It 
is evident indeed front the published reports of many iron and steel 
making firms that, at the present level of prices, steel inanufac- 
ture is itarried on under the gre.atest difficulties, and that many 
orders are taken at mtes which leave no profit at all or even involve 
a loss. 


45. We have endeavoured to ascertain the prices at which steel 
.. •, f t 1 those kinds which are manufactured by 

in thriatter^h^Iirof 1923. Company actually 

entered India without duty in the latter half 


* These figures are taken from the Iron Trade Keview of Cleveland, Ohio as 
quoted in the “ Kconoini.st *’ of January 5th, 1924. 

+ It is noteworthy that when continental competition dropped after Uie occupa¬ 
tion of the Ruhr, the gap hctw'cen ■British-interna] and export prioi's nt oure 
closed up. 
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of 1923 and our estimate is contained in the following statement in 
which the tariff valuations for 1924 arc given for purposes of com¬ 
parison ;— 



Tahiff 

T-EIFf 


Boaeu’s 

Valcatiox 


Estimate. 

1924. 


I’or ton. 

Per ton. 

Steel bars and n da, (udinarv— 

Es. 

■) 

Rs. 

i inch an;i under in diameter . 

.f uo 

150 

Other si^'s 

J 

135 

Struutnral shapes, i.c., anfjles, 

beams, 


(.■hannela, etc. 

145 

150 

Rails, .30 iba. and over 

140 

150 

Plates, ordinary 

. 150 

Sheets, black 

200 

1/5 

Sheets, galvanised 

3C0 

300 


Our estimate is based on quotations in the trade periodicals, 
corrected in accordance witli the record of prices in particular 
transactions, where these were available, with quotations obtained 
by importing lirius and with general information bearing on the 
reliability of the public quotations. For steel of those kinds which 
are usually imported from England, <-■(]■, rails and sheets, the 
English prices were allowed most weiglh, while in other cases, 
some importance was given to Continental prices, cliiefly Belgian. 
Tile other components of the Indian j-ricc—freight, insurance, 
landing charges, etc.—are based on tlie cpiotations in the 
Monthly Market Report. Augnst 1923, for the kinds of steel in 
question. Lower freight rates nppeiir occasionally to have been 
obtained towards the end of 1923 than those', of Augnst, hut there 
is no indication of any pprma,nent decline in freights. All prices 
have been converted into Indian cui'ren(^ 3 ' at Rs. l-l to the pound 
aterling. 

46. The difficulty of forecasting the fnturc course of prices is 
obvious. They must be profoundly in- 
Fnture course of steel f] fenced bv political factors wdiich are wholly 
incalculable and the interaction of the vari¬ 
ous elements of the nrohlem is of extreme complexity. There are, 
however, ttvo influences tending in opposite directions which 
should he noted— 

(F Prices can hardly remain for a long jreriod at the lowest 
level because mannfactnrers ca»not continue indefi¬ 
nitely to produce steel at unremunerative prices. 

12) Any revival of trade wtiich substantially increased the 
demand for steel* v, ould at once bring into play a good 
deal of plant which is now lying idle or is only par¬ 
tially employed. This wmuld operate to retard any 
general advance in the price level 
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taken the prices given in paragraph 43 as 
the basis of oiir recommendations. They 
are above the lowest* figures at which steel 
(aid’s lecimnieiidLitii ns. actuallv entered India in the last two 


47. We have 

Prices given in para- 
grapl. -In) the basis 1 1 the 


or three years, and it is quite possible that they may again fall to 
the same level, yhould such a relapse occur and persist for any 
prolonged period, the situation must, wo consider, be dealt with 
by the exercise of the special powers which we have proposed 
(Chapter 111 above) should be conferred on the Government of 
India. On tlie other hand, we have considered whether, having 
regard to the retient rally of steel prices in Great Britain, the basic 
prices we have given should be raised. We do not find, however, 
any sufficient reason for a modiheation of tJiis kind. It is doubtful 
whether the higher British prices are likely to be permanent, nor 
is it clear whether export prices lia\e risen to tlie same extent ai 
internal prices. There is no evidence, moreover, that there has 
been any corresponding c hange in steel prices on the Continent of 
Europe, nor is there any indication that competition from that 
quarter is likely to be loss severe in the future than it has been in 
the past. The average piices likely to obtain during the next two 
0 .' three years should be somewhat above low-water level, but there 
is as yet no evidence which would juo'ify the belief that a general 
and permanent recovery of prices is imminent. 

The estimate of tlie imported price of bars requires some further 
explanation. Most of the bars maiiui’actured by the Tata Iron 
and Steel Company are made to fulfil definite spccilicatious and 
therefore, for nmcii engineering and constructional work, command 
a higher price than the ordinary Conlineiital bars which are com¬ 
monly sold without any defimte guarantee ol quality. On the 
other liand, the Indian product already coinpete.s with Continental 
bars in markets where it has an advantage in internal freight 
charges and will do so to a. greater e.xtent as production increases. 
But the total estimated output is only 43,000 ions, whereas the 
present annual liulian consumption is about 133,000 tons, and 
the Indian producer, therefore, can only hoj^e to command a part 
of the market. In these circumstances we Icok as oiii' e.stiniate of 
tlie price of im[)oi'tod Ifars a figure distiiu-tly above the lowest prices 
at wiiich Coutiiiental har.s are likely to con.c in, blit also below the 
full price of Hlandard English bars. It may be that the increase 
in the piico of bar.s, due to the imposition of a. liiglier duly, would 
leiul to a more extensive use of the chctiper Continental ba*' in 
place of the standard British bar, and so rc.strict the market for 
the Indian product. In that case it would he necessary to adopt 
a lower price than Rs. 140 a ton as the price fit wliich bars were 
likely to be imported into India without duty. But. we do not 
consider it necessary to provide for a contingency that has not yet 
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arisen, and for this reason we have adhered to Bs. 140 as the basic 
price of imported bars for our purposes. So long as the annual 
output of bars at JainShcdpur is leas than 50,000 tons, it is not 
necessary that the Indian product should compete successfully 
with Continental bars in every Indian market or in all circum¬ 
stances. 



CHAPTER V. 

Cost of producing steel at Jamshedpur in 1921-22. 

48. In the last Chapter we gave onr conclusions as to the price 

at which steel is likely to enter India froro 
The three elements in abroad. We now turn to the second price 
the selling price. which is fundamental in our scheme, viz :— 

the price at which the Indian manufacturer 
can sell steel at a reasonable profit. Before it can be determined, 
it is obviously necessary to investigate the cost of production, which 
includes both the works costs and the overhead charges. The 
works costs cover all purchases of material, and all wages and 
salaries paid at Jamshedpur and at the ore mines and limestone 
quarries, but not similar payments at the Company’s coal mines 
which for this purpose are treated on a semi-independent footing, 
the coal brought to Jamshedpur being charged at an all-round 
rate sufficient* to cover the raising cost at the mines. The other 
charges, which have been classed as overhead, include— 

(a) Interest on the manufacturer's working capital. 

(h) The expenses of the head office and the Agents' 
commission, t 
(c) Depreciation. 

The third element in the soiling price is the manufiteturer's 
profit, and before this can be ascertained, a prehminary analysis 
o: the capital account is essential. These three factors {a) works 
costs (b) overhead charges and (c) the manufacturer’s profit will 
form the subject of this Chapter and the next. 

49. We have found it advisrable to divide our examination of 

t^is branch of the subject into two stages. 
The ccfils <)f 1921-22 The first step is to ascertain the cost of pro- 
Tnne'-i?" ducing steel in India under post-war con- 

’ ditions in tlie Company’s old plant which 

has been in operation since 19T2, and for tliat purpose to selec-t 
for detailed study the accounts of one particular year. It would 


* See paragraph 84 below. 

t The head office of the Tata Iron .and Steel Company is located in Bombay 
and the agents are Messrs. Tata & Sons, Limited. Charges of this kind must 
be incurred by any firm manufacturing .steel in India, and the system of 
Managing Agents is an integral part of the Indian industrial organization as it 
exists at present. 
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bavo been natural to utilize the figures of the last complete year 
(l‘,)‘2‘2-2:i), but we were unable to do so because— 

(1) The results were seriously affected by the general strike 
at the works which brought the manufacture of steel 
to a standstill for nearly six weeks, and 

(2) Complications were introduced by the fact that in 
1922-23 certain portions of the new plant had begun 
to w'ork but were not in full operation, e.g., one of the 
tiltii>g steel furnaces, the plate mill and the Wilputte 
coke ovens. 

Of all the post-war years, i9‘21-2-2 was least affected by labour 
troubles, and the only part of the new plant then in operation was 
the third blast furnace.'Wo have therefore concentrated our 
attention upon it. It was necessary also to investigate the reasons 
for the continuous increase in the cost of production during the 
last six or seven years, and for comparative purposes we selected 
the year 1916-17, when the cost of production was the 
lowest in the history of the Tata iron and Steel Company. It is the 
works expenditure which is chiefly in issue in this comparison, 

I ut we have extended it to the overhead charges also, partly for 
the sake of completeness, and partly because in the tabular state¬ 
ments, in which the case for the Company was first presented, 
the rise in the overhead charges per ton was a very noticeable 
feature. The cost of production in 1921-22 will be discussed in 
this chapter on the lines indicated above. 

uO. The second stage has reference to the future rather than 
i’uture coht (I preduc- to the past. Conditions have changed to 
tion frem i92\-2',i om, some extent since 1921-22, and it would be 
necessary in any case to bring that year’s 
figures up to date. 13ut the most important change is the approach¬ 
ing completion of the new plant comprised in the extension 
scheme, which from 1924-21 onwards will be responsible for the 
greater part of the output of iron and 'steel. This is an entirely 
new factor for which, under whatever difficulties, allowance has 
lo be made in our recommendations. The cost of production and 
the reasonable selling price under the condilions likely to prevail 
during the next two or three years form the subject of Chapter YI. 
-Both this chapter and the next are concerned with similar pro¬ 
blems, but in the latter it has proved convenient t(* reverse the order 
in which the topics are discussed. In dealing with the figures 
of 1921-22 we have commenced with the works cost.s, where the 
facts were most readily ascertainable, and then liandled in 
succession the overhead charges and the manufacturer’s profit. 
But looking to the future, we have felt constrained to take first 
the capital cost of the extension scheme, both because of the 
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suggestion frcqueiitly made that the purchase of the new plant 
at a time of high prices is the main reason why the Company are 
unable to sell steel at a profit in competition with imported steel, 
and because the cost of operating the new plant is necessarily a 
matter of conjecture rather than of ascertainable fact. 


Works Costs. 

51. We now turn to the. works costs of 1921-22 as compared 
with those of 1916-17. The following 

Wnris costs of 1921-22. table compares the mo.st important figures of 
The cost of coal. 4 . p & 

the two years :— 


of 

increase. 



Works cost 
per ton 
191617. 

Works cost 
per ton 

1921--22. 

Be. 

Bs. 

18-54 

34-47 

41-13 

68-82 

75-17 

116-00 

77-23 

120-41 


Pig iron .... 

Steel ingots 

Bail mill pr( ducts 

Average erst of all finished steel 


It will 1)0 seen that the increase is highest in the case of pig 
iron, the stage of manufacture at which the cost of coal is the 
main factor. Between 1916-17 and 1021-22. the cost of coal at 
Jamshedpur rose from Hs. 3-8 to Its. 8 a ton, while simulta¬ 
neously the quality deteriorated, the percentage of ash in the 
coke rising from about 20 to 24. The immediate result* was an 
increase in Rs. 8-4 in the co.st of pig iron, or more than half the 
total increase. Only half the coal employed at the works, how¬ 
ever, is coking coal, and the price of the other half directly affects 
the latter stages of manufacture. Out of a total increase of Rs.41 
per ton in the cost of rails, coal is responsible for at least Es. 18. 
The other main factors affecting costs at all stages were— 

(1) .\n increa.se in the vvages of labour at Jamshedpur of 
between 40 and 50 per cent. Higher wages at the ore 
mines and limestone quarries similarly raised the cost 
of essential raw materials. 

12) A general increase in the price of all purchased materials 
and consumable stores. 



* The figure given in pa^.^graph 11 will serve to show how an increase in 
cost .at one stage is carried on to later stages. In 1916-17 only 1-66 tons of coking 
coal were required to make a ton of pig iron and in 1921-22, 1-78 tons. Had 
the quality of the coal not deteriorated, the rise in the price of coal would have 
increased the cost of pig iron by about Ks. 7-5 a ton only. 
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Cests iu the 
furnaces and mills. 


53. 


Tnercase in wn'lcs costs 
between 1916-t7 and 
1921-2i! fully explained. 


The number of steel furnaces in-operation was four in 
1916-17 and seven in 1921-'2-2, but the out¬ 
turn of ingots only rose from 139,000 to 
182,000 tons. There was therefore a marked 
decline in the outturn per furnace. During 
the war the demand for steel was intense, and quality was sacri¬ 
ficed in order to secure the largest possible outturn. After the 
war the Company found it necessary to make sure of the quality 
even at the cost of a heavily reduced output per furnace. This 
decline in the average output necessarily raised the cost of opera¬ 
ting the steel furnaces. The mills, on the other hand, had a much 
larger quantity of ingots to deal with and the higher output tended 
to keep costs down. 

We are satisfied that the increase in works costs between 
1916-17 and 1921-22 was due to perfectly 
definite causes which in the main were 
bevond the control of the Company, and 
was not due to any loss of efficiency in the 
management. Our conclusion is based on a careful scrutiny of 
the cost sheets of both years, and it is not necessary to burden this 
■Report with a minute examination of details. Rul the labour 
charges, the rise in the price of coal and the reduced output of the 
steel furnaces require separate discussion. 

54. The increases in wages granted at Jamshedpur during the 
last five or six years do not seem to bo 
higher ll.an those granted in other industries, 
nor are they di.sproportionate to the rise in 
the cost of living. There still remains, 
however, the question of ninnhers. A siutement handed in hy 
the Company at an early stage of our enquiry siigge.sted Ihat there 
had been an extraordinary decrease in the output per head in 
almost every department, and that the number of labourers 
employed had become extravagantly liirge. Subsequently, 
how’ever, the Company was able to show that the figures were 
erroneous* and that there had not in fact been any marked increase 
ill the number of the labour force, except t(j a limited extent in 
the coke ovens and the blast furnaces. The necessity of putting 
men in training to work the additional plant about to come into 


habour orsts. State¬ 
ments fnrnished by the 
Company. 


* Owing to a cliange of system in the accounl.s in llie figures for the 

labour strength in the two v«irs eannot he compared. A number of labourers 
are .itfachcd permanently to‘the Traffic dejiartment and employed in the works 
from time to time on miscell.aneous duties wherever they may be w,anted. Up 
to 1918-19, these men were entered on the engagement rolls of fhe Tr.affio depart¬ 
ment .although their w.ages were debited to tlie dep.art.Tnent in which they worked. 
From 1919-20 onwards they were shown as serving in the department to which 
they were attached. 
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operation made some temporary increase in numbers inevitable, 
and the larger quantity of surplus pig iron available lor sale 
(107,000 tons instead of 40,000) involved the employment of more 
men at the blast furnaces, owing to the extra handling required 
by the cold pig on its way to the market, as compared with the 
Jiot metal transferred direct to the steel furnaces. 


55. The labour cost per ton of finished steel at Jamshedpur 
is unquestionably higher than the cor- 
Labrjur ccsts. Coven- responding cost in western countries. This 
anted hands. is due not only to the higher wages paid to 

the skilled labour imported from abroad, 
but also to the much larger niirnher of unskilled and semi-skilled 
labourers employed, so that the total wages per ton come out higher. 
The total wages of the covenanted men employed in 1921-22 in the 
five* important producing departments was Es. 9'5 lakhs. Mr. 
E. D. Tata informed us in the course of the oral evidence that 
the wages of Indians appointed to similar posts would probably 
be one-third less, and the eventual saving indicated is therefore 
over Es. 3 lakhs, or, if allowance be made for the covenanted 
hands in other departments, Es. 4 lakhs. The incidence of the 
sum of Es. 9'5 lakhs mentioned above is about Es. 6 per ton of 
finished steel, and the extra cost as compared with western 
countries is about Es. 2 per ton. This is ,a handicap which 
will diminish as time goes on and Europeans and Americans are 
replaced by Indians. Good progress in this direction has already 
been made. The number of covenanted men employed in each 
department in 1912t13 and in 1921-22 compares as follov's :— 

Nnniber of covenanted men employed. 

1DI2-I.a. 1921-22. 

Coke ovens ... ft 0 


Blast furnaces 
Steel furnaces 
Mills , 


28 On 2 fui’uaccs. 
(58 on 4 tiimaocs. 
38 


8 on 3 furnaces. 
43 on 7 furnaces. 
23 


Cost of unskilled and 
semi- skilled labour. 


56. The question of the umskilled and semi-skilled labour stands 
on a different footing. In the steel industry, 
as in other industries in India, low paid 
labour is not cheap labour and the number 
of men employed naturally much higher than in western coun¬ 
tries. We have made full allowance for that fact, and fof the 
effect on the pay rolls of the absenteeism unfortunately too com¬ 
mon in this country, but the impression left on our minds, never¬ 
theless, is that the labour staff at Jamshedpur in 1921-22 could 

♦The blast furnaces, open hearth furnaces, blooming mill, rail mill and bar 
mill. No covenanted hands have been employed at the coke ovens since 1919. 
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have been reduced without loss of efficiency. We do not suggest 
that, even had tlie strictest economy been observed, the difference 
in the cost of finished steel would have been more than one or 
t\vb rupees fior ton, and we believe that the Company were ham¬ 
pered in this matter by the grave labour unrest of the last four or 
five years, and by a natural anxiety to avoid reductions of staff 
which might easily have led to a strike and a complete stoppage 
of work. But the matter is of considerable importance, for strict 
economy is necessary if the industry is to survive. As men are 
gradually transferred to the new plant, it should be possible to 
leave some of the vacancies in the old plant unfilled. 


The cest of coal. 


57. The co.st of coal in 1921-‘2‘2 could not have been reduced. 
The figure, charged in the cost accounts is 
the price paid ‘ free on rail—collieries ’ for 

pairchased coal CRs. G'6 per ton) plnn freight to Jamshedpur. 
During the same year the Company sold from its own collieries a 
quarter of a million tons at an average [nice of Es. 8'43 a ton. 
It was therefore purchasing well below the market rate. 

58. We have no doubt at all that the Company were right when 

they decided after the war that a high stand- 
f fiii'-ilitv was essential, even if the 

outturn ot steel declined heavily. The 
whole future of the industry depended on their ability to prove 
that steel of thoroughly sound opiality could be.prodiiced in India. 
This has now been done, and the outstanding problem is to com¬ 
bine quality with a higher output. For climatic reasons this is 
a more difficult task in |America* than in England, and more 
difficult in India than in America. During the hot weather 
months it is a very arduous business for the man in charge to keep 
the close watch over the furnaces which is essential. Nevertlie- 
less, we believe that in the stationary ofsen hearth furnaces a higher 
output is possible and will be scoured. When the new- plant is 
in o[)eration the Company wdll be snaking a larger variety of ]iro- 
dnets, and the same uniformity in the composition of the steel 
ingots wdl! not be necessary. Steel that is too soft for structural 
shapes may, for example, be used for sheets. It will also be possible 
to use more steel scrap in the metallie mixture, and thus diminish 
the total quantity of impurities to he removed and the time taken 
in their removal. Improvements in the quality of the refractory 
materials used wdll reduce the periods when the furnaces are closed 
dowi* for repairs. Finally the duplex process, w'hich is to be 
adopted in the new plant in place of the stationary open hearth 
furnaces, is expected to lead to a rnneh liigher output of steel 
ingots. 

* Both in America and in India t.be furnace fronts are wnter-cooled, fi measure 
whi^li is Ticrt usually considered necessary in Kurope, 
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59. Oin- general conclusion regarding the works costs at 

Jamshedpur in 1921-22 is that, in all the cir- 
ConcUisitiis legardin^t cumstances, they were reasonable and that, 
wci -sccBsin -i iy what is said in paragraphs 54 

and 5(3, they could not have been substantially reduced. Much 
ot the old plant, and particularly the rolling mills, is no longer up 
to date and is unquestionably expensive to operate. Again, while 
we believe that lietter results will eventually be secured from the 
open hearth furnactes, we find no justification for holding that these 
could have been obtained two years ago. The steel industry in 
India is still in its early adolescence, a period when experience 
has to be purchased, and economical production is largely a matter 
of experience, h'inally, the Comiiany are in no way responsible 
for the heavy increases in prices and wages nor for the time when 
they occurred. It is sometimes forgotten that, whereas in Europe 
wages and prices increased during tlie war and have fallen heavily 
since 1920, in India most of the increase took place after liostilities 
had ceased. It is this fact which supplies the answer to those who 
complain that the cost of steel production in India was still rising 
when in otlier countries it was falling. The cost of coal at Jam¬ 
shedpur was still Ks. 5 a ton in 1918-19 and the first increase in 
wages since 1914 was given in 1919-20. 

The Overhead Chargex—Analysis of the Capital Account, 

60. \Vc now tipTi to the other elements in the costs of produc- 

Eeceasity £cr prelimi- Before we could determine the over- 

tiary analysis (f tlie head charges in 1921-22, we found it neces- 
capital account. sary to make a close analysis of the capital 

account. The Company had already expended very large sums 
on the extension scheme, and part of the share capital raised in 
"ordei’ to finance the scheme was entitled to dividends. It by no 
means follows, however, that the whole of that capital had con¬ 
tributed to the jH'oduction of iron and steel in 1921-22 or could be 
taken into account in the costs of that year. The figures origin¬ 
ally put forward by tire Company we were unable to accept, and 
we found it necessary to proceed on independent lines. Our final 
conclusion is that a sum of TIs. 400 lakhs is a fair estimate of 
fixed capital expeiRliture correspondhig to the production of 
1921-22, and we shall explain how this figure was arrived at. 

61. We found it necessary to e.xclude in the first place the 
Excliisicn (f tlioca])it!fl capital exj)enditnre on the collieries. 

exprnditnic rii the collie- During the last six years the Compaify has 
sold nearly a million tons of coal produced 
from its own collieries, or more than a third of the total output. 
Eventually, when development is completed, the company expect 
to produce about two million tons of coal, w'hile their purchases 
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under the 2u-year contracts will uiiiount to three-quarters of a 
inilhon tons more or less. The total requirements at Jamshedpur 
as estimated by the Company are about piillion tons. In the 
lace of these figures the only possible conclusion seems to be that' 
the collieries should be treated as a separate venture, and should 
be expected to pay their own overhead and provide a return on the 
investment from their own sale proceeds. Unless the collieries are 
eliminated, we cannot avoid the discussion of what, for our pur¬ 
poses, is really an irrelevant question, viz., to what extent the 
capital spent on the collieries is a remunerative investment. At 
the present late of output (half a million tons) the collieries do 
not pay their way, but an output of about three-quarters of a 
million tons would put them straight. 


62. The fixed capital expenditure on the old plant (excluding 

the collieries, but includi7ig the towm and the 
tafeexdudmg“colSs!' Ofs mines and limestone quarries) was 
"Rs. 400 lakhs in round figures on the 31st 
March 1922. This includes three additional open hearth steel 
furnaces (erected between 1917 and 1920) which must be treated 
as additions to the original plant and not as part of the extension 
scheme. Apart from the works proper, a small part of the ex¬ 
penditure (up to 31st March 1922) on the town sanitary works 
had been incurred in anticipatioti of tlic needs created by the 
extension scheme, but the town buildings were barely adequate for 
the working population of the year. The total expenditure on the 
town is not in our opinion unreasonable or in excess of require¬ 
ments. 

63. The book value of the property is Es. 40U laklis, but the 

„ ,, machinery, buildings and other assets ai'c 

deFemtirnlmKl'"' " '>« that sum unless adeciuate 

provision has been made for depreciation. 
If deprei'iatiou at income-tax rates on the book value of the block 
had been set aside at the end of every year from the cominence- 
inent of steel mamifacture in 1912, fiie totaUimount written off up 
to 31st March 1922 would have been Es. 160 lakhs in round figures. 


The sums actually set a.side by the Company are in excess of this 
figure and have been spent in additions to and improvements 
in, the plant, that is to say, on the extension scheme. In the.se 
circumstances the value of tlie £)roperty has been fully maintained. 
The value of the new jfiant operating in 1921-22 was approxi¬ 
mately Rs. 100 laklis. and the balance of Es. fift lakhs spent from 
the depreciation fund is covered by plant which came into pro¬ 
duction in the following year. The only item which directly 
increased production in 1921-22 was the third blast furnace. Its 
cost was less than Es. 40 lakhs, and it was responsible for five- 
sixths of the surplus pig iron (107,000 tons) on which the company 
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leulit^ed a profit exceeding Ks. .10 lakhs. In these circunistances 
we consider that tlie sum of Rs. 400 lakhs may he taken as the 
fixed capital expenditure corresponding to the production of the 
year 1921-22. 

64. It would be impossible at present-day prices to construct 
Cost at prciont-day India a plant with a productive capacity 
pricef of erecting steel similar to that of the works at Jamshedpur 
wcrk.o file same capacity in 1921-22 (126,000 tons of finished steel and 
as those at Janishertpiir. 270,000 tons of pig iron) for the sum of 

Rs. 400 lakhs. We estimate that for this purpose a sum of Es. 600 
lakhs would be necessary if the cost of the ore mines, limestone 
quarries and the town are included. The higher cost is due not only 
to the rise in prices since pre-war days, but to the fact that more 
elaborate and expensive plant is now con.sidercd necessary in order 
to secure economical production. Now works erected now would 
have to provide a return on a higher capital than the Jamshedpur 
works, but the operating expenditure should be very distinctly 
lower. The importance of the figure of Es. 600 lakhs lies in the 
fact that in fixing the allowance to be made for depreciation, 
the manufacturer has to be guided not by the book value of his 
property or its original cost, but by the cost of replacement at 
present-day prices. 

6o. In arriving at a figure of Es. 600 lakhs as the cost of an 
up-to-date plant with about the same capacity 
as the Jamshedpur works in 1921-22, we have 
considered the estimate prepared in 1922 for 
the United Steel Corporation of Asia by 
Messrs. Cammell Laird & Co. of Sheffield 
who will act as technical advisers to the firm. The Corporation 
propose to make a start with an instalment (about one-fourth) of 
their full scheme, and the outturn expected is 140,000 tons of 
steel and 180,000 tons of pig iron. This estimate comes to just 
over Es. 600 lakhs, excluding the reserve for contingencies and 
any provision for the* mines and quarries or for the town. On 
the otlier hand the rolling mills, the water and hydraulic .sy.stem 
and the power station will be constructed so as to make provision 
in advance not only for the needs of the first instalment, but, to a 
large extent, of the complete scheme. The deductions to be made 
from the estimate on this account are counterbalanced by the 
additions which rai^t be made on account of the mines and cpiarries 
and the town. 

, , , 66. We are now in a position to deal with 

The overhead charges. i j i „ 

the overhead charges. 

(1) Interest .—The figures given in the Company’s cost 
accounts are based on the actual interest paid in each year on 


E-itimatf of the cost of 
the \y rks to he erected 
by the United Steel Cor¬ 
poration <;f Asia. 
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debenture and other loans. On this method of calculation the 
Company required six times as much working capital in 1921-22 
as it (lid in 1916-17, a result which could not be accepted when the 
outturn of steel had gone up by only 27 per cent. After a close 
examination of the subject we were satisfied that Rs. 200 lakhs was 
approximately the working capital actually required in 1921-22 and 
that the corresponding figure in 1916-17 was about Es. 100 lakhs. 
The increase in productior’ accounts for about one-thhd of the 
difference, and the rise in prices between the two years is a sufficient 
explanation of the balance. In 1916-17 the Company could borrow 
at 6 per cent., whereas in 1921-22 the rate was per cent. The 
total requirements on account of interest therefore were— 

Es. 

1910-17.6 lakhs. 

1921-22.16 lakhs. 

(2) Bombay cxpmHcs and AgenU’ commission .—There is little 
difference in the Bombay expenses between the two years, but the 
Agents’ commission was Es. 10 lakhs in 1916-17 and Es. lakhs 
in 1921-22. The amount of the commission depends on profits, 
and variations in profits arc not relevant in an enquiry into costs. 
We have therefore taken for comparative purposes the 1921-22 
figure for these items (Es. 7'31 lakhs) in both years. 

(3) ^Depreciation.—In 1916-17 the allowance for depreciation 
was Es. 21',5 lakhs. In 1921-22 the reasonable allowaime must, 
we consider, be determined by the cost at present prices of replacing 
the old works. The replacement cost we have found to be Es. 600 
lakhs (paragraph 64 above). Depreciation at 6J per cent, on this 
sum amounts to Es. 37'5 lakhs. 

67. The detailed comparison of the results of the years 1916-17 
Final comparison of ] rr- 1921-22 is as follows . 

ductinn cr'st.s ill 19-'l 
and 1016-17. 




1916-17. 

1921-22. 



lift. 

Ea. 

Works cowl, yjev ton • • 


. 77’^ 

120-41 

Overlicad ]K’r ton 


:r2'i7 

3S-24 

Ti'tnl r: st pi 

cr ton 

. 109-41 

168-66 


The \torks cost given above are the averages for rail mill and bar 
mill products taken together. In order to distribute the overhead 
fliarges between steel and .surplus pig iron, the output for the year 
ill each case has been miiltijdicd by the works cost per ton, and 
the charges divided in the same ratio as the one result bears to 
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the other.* The figures are therefore approximate but we believe 
they are reasonably accurate. 


ManujacLurer's Profit. 

68. We have now to determine the selling price which would 


Manufacturer’s profit. 


fiave given the Company a fair return on the 


capital investment. We have found that 
Rs. 400 lakhs was tlie capital expenditure incurred and it on'y 
remains to determine the rate of interest. The evidence we have 
taken has satisfied us that the rate on ordinary shares cannot 
be put at a lower figure than 10 per cent. As for the remainder of 
the capital, it is not necessary to disc-uss on abstract grounds what 
the figure should be, for the best evidence of the rate at which 
f^apital can be raised is the rate at which it has actually been raised 
in the past. The original share capital of the Company—Rs. 231‘75 
lakhs—consisted of ordinary, deferred and 6 per cent, first pre¬ 
ference shares, and the balance of the total of Rs. 400 lakhs consists 
of 71 per cent, second preference shares. The details are as 
follows :— 


— 

1 

1 Aiuounf. 

Rale of 
inlerest. 

Interest 

payable. 


Rs. lakhs. 

IVr cent. 

Rs, lakhs. 

Ordinary and deferred shares 

I L'GTo 

10 

15-67 

First pi-efcronee shares , 

75*00 

6 

4-:.o 

Second prefereuee shares 

16.■■.•25 

71 

12-63 

Tefal 

' 400'00 


32-80 


The average rate of interest on the whole capital is just over 8 
per cent., and it is most unlikely that any other company could 
have obtained the money more cheaply. If the sum of Rs. 32-8 
lakhs be distributed between steel and surplus pig iron by the 


* The method of allocation adopted mav he illustrated from the figures of 
1921-22. • 



1 

2 



Quantity 

'Vorks cost 

To^al wnrls uosl 


produced. 

per fun. 

(1) Tnul'iplie.i 




(3). 


Tons. 

Rs. 

Rft. la’ihs. 

Surplus pig iron 

107,000 

34.- iT 

36-Rtf 

Finished steel 

12.'),873 

120-11 

78-t-4', 

The total overhead to 

be allocated is Rs. .59.81 lakhs. If 

this is apportioned 


in the ratio of 36.88 to 188.45, the share of the surplus pig iron is 11-68 lakhs 
and of the finished steel 48.1,3 lakhs. If the hatter figure is divided by the total 
production of finished steel, the incidence per ton is Rs. 38-24, 
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method indicated in tlie last paragraph, the incidence per ton of 
steel is Its. 20'96. The average selling price which would have 
given the manufacturer a fair profit is therefore Hs. 179'61—or 
in round figures Rs. 180 a ton arrived at as follows ;— 


Wirksccst . 


Per toil. 

ks. 

120-41 

Ovurhead chargea , 

4 i 

38-24 

Manidaoturer'a pnfit 


20-U6 


Tiitiil 

179-61 


Average prioe at which 
steel was si Id in lUJiJ -Sil. 


G9. In 1921-22 the average price realised by the Tata Iron and 
Steel Company for all finished steel was 
159 a ton, which just sufficed to cover the 
overhead charges and left no profit whatever. 
The average price was, however, affected by the contracts made with 
the Bengal Ragpur Railw'ay Company and tlic Companies known 
as the ■' Balmer " Railway Companies for the supply of rails and 
fishplates. If the Companies had paid at the same rates as the 
Railway Board, the Iron and Steel Company would have received 
at additional sum of nearly Es. 17 lakhs whicli is equivalent to 
per cent, on a capital of Rs. 400 lakhs. The average price obtained 
for finished steel would have risen by Rs. 13‘3G a ton from Es. 159 
to Es. 172-36. 

70. The price of 


Average jn-ice at which 
steel was sold in di-iJ-iiS. 


steel was still comparatively high in the 
early months of 1921, but fell continuously 
throughout the year. The results of 
19-22-23 were naturally, therefore, much 
worse. In spite of the increase in the customs duty from 
2^ to 10 per cent., the average price received for all finished steel 
dropped to Rs. 142-56 per ton. Here also the rail contracts made 
a sub.stantial difference. Had payment been made in all cases at 
the Railway Board rates, the average price 'would have risen by 
Rs. JO-9 per ton to Rs. 1.53-46. Even on the 1921-2-2 costs this 
meant a loss of Rs. 5-19 per ton. But owing to the increase in the 
price of purchased coal from Es. G'6 to Rs. 8-96 per ton, there had 
been an increase in 19-22-2.3 of approximately Rs. 9'5 in the works 
cost of steel, and the los.s was raised to Rs. 14‘69 per ton. It is 
evidenf, wc think, that at the pre.sent level of prices and with the 
present customs duties tlie manufacture of steel in India can only be 
carried on at a loss. 
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Pi-eliininai-y. The im 
pital accf nnt. 


Future cost of prod iction and price which will enable 
Indian manufacturer to sell at a reasonable profit. 

71. Ak iudiciited in paragraph -70, we shall discuss in this 
Chapter the cost of {)roductioi\ at Jamalied- 
piir wlien the new plant is in full 
operation, i.c., from 1924-25 onwards, and 
for the roasoiKs given there wc shall begin with the capital account. 
It has frequently been suggested that, if the construction of the 
new plant had been (wstponed until prices had reached their normal 
post-war level, the capital expenditure incurred would have been 
much lower, and that then there would have been no difficulty 
in selling steel at a ])iofit in competition with imported steel. Wo 
have examined closely the question how far the capital account has 
been swollen by purchases at a time of high prices, and we shall 
sot forth the results of our enquiry. But it is perhaps worth while 
to make two points clear at the outset. We have already shown at 
the end of the last Chapter that the motuifactnre of steel in the old 
plant at Jamshedpur in 1922-23 involved a heavy loss, and the 
same is true of 1923-24. Had the 0/reater Extensions been com¬ 
pleted in 1921, as the Coutpany origimilly hoped, they would have 
been much better ^equipped to face the period of low prices. In 
the second place, if the commencement of the extension scheme 
had been postponed till 1922, it is more than likely that the steel 
works would have closed down before now. But for the profits 
made on the surplus pig iron during the last three years, the manu¬ 
facture of steel at unremunerative prices could hardly have con¬ 
tinued. But the surplus pig iron was produced Fy the new blast 
furnaces which arc an integral part of the extension scheme, and if 
there had been no extensions there would have been very little 
pig iron to sell. The piircha.se. of the third blast furnace (some¬ 
times called the BnteMe furnace) has been sjiecially criticized on 
the ground that it cost much more than it was worth. It is a 
sufficient reply to this criticism to point out that it cost less than 
Bs. 40 lakhs and mo^ than paid for it.self in a single year by the 
profits on the surplus pig iron it produced. 


The Capital Account. 

72. By the 31st of March 1924, the works included in the ex¬ 
tension scEome will be practically complete, 
and the whole, of the new plant will come 
into operation in 1924-25. The fixed 
of the Company will then, it is estimated, 
( 41 ) 


Capital aaoimiit nii Slut 
MrtTvli lt*24. 

capital expenditure 
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uinount to its. 21 ciorcs’. \\ e have no liesitation in saving that 
^jis sum is greatly in cxeess of the present value of the property, 
whether regartl be had to the profits wliicii might he eaiiicd., or 
to the cost'of replacement at present-day prices. It is necessary, 
however, to deduct in (he first place the c/apital expenditure on 
(he collieries (Its. 2(.)5 lakhs), and second depreciation at income- 
tax rates on the whole plant up to the 31st March 1024 Ois. 240 
lakhs). The balance is Tis. Ifil- crores, and the real question i.s to 
what extent this figure excee(ls the cost at preseid-day prices o1 
constructing iron and steel works vvitli a similar output. Ln- 
questionably the new ])lant was purchased during a period when 
prices were very high, and the natural inference is that it could he 
purchased much cheaper to-day. 

73. The best evidence available of the probable cost of erecting 

in India works with a productive capacity of 
EsWtod cost f)( th,- over 600,000 tons of pig iron and over 
iron and steel works pro- i()0,000 tons of finished Steel is tlie estimate, 
jected by thoUnited Steel p,,. ooinplett; scheme contemplated bv 

Corporation of Asia. Corporation of Asia. Ii 

aiuonnts to Hs. 1.51 crores including, and 
Rs. 15 crores excluding, the development of the Corporation’s 
coal mine. So far as the technical equipment is concerned the 
estimate was prepared by Messrs. Cammell Tjaird and Co., and 
brought up to date on the hasi.s of 1922 prices. The' fiutpnt ex- 
[leeted—700,000 tons of {tig iron, of whicli 160,000 tons will be 
surplus, and 450,000 tons of finished steel—is rather higher than 
the output expected at Jarashedjtur, hut the two schemes arc com¬ 
parable. Indian experience in connection with estimates does not 
justify the belief (hat the actual exjpenditure incurred on the Cor¬ 
poration’s plant would he njtpi'cciahly smaller than Rs. 15 crores. 

74. In so far as the (juestion can he investigated in other 

A.nmcan purchase, fir evidence tends to support 

the new plant at .Tain- the figure of Es. lo crores as the probable 
dhedpnr. rost to any firm of works similar in magni¬ 

tude to those of the 'i’ata Iron and Steel Company. The data 
available are very imperfect, hut they give .some a.ssistance. The 
new plant at Jamshedpur was purchasect almost entirely in 
America and the total orders placed amounted to 21,307,367 
dollars. The remittances were made at an average rate of 
Rs. 3-22 to the dollar, and the .American j)iircha.ses amounted 
therefore to nearly Rs. 7 crores, which is aboi't half the total cost 
of the extensions. We have not been able to ascertain the changes 
in the pirices of plant and machinery in .A7Tierica during the last 

” If the Company's investments he adHert. itie total is ahout Ks. 22 crores. 
Clearly, liowovor, Ih-' investmenis must pay for thcmselve« and we liave not taken 
into acco»>’^' 
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leu }‘eui's, but ^be geiienil course ol steel prices luuj; serve as au 
iiideN of the way things were moving. A composite price of 
finished steel products including burs, beunis, tank plates, wire, rails, 
pipes and black sheets is published annually by the Iron Age, and 
we have calculated what tlie reduced cost of the American purchases 
would liave been if made at the present level of prices, instead of 
III the higher rates wliich actually prevailed. The underlying 
assumption, of course, is that the prices of machinery varied in about 
the same proportion as general steel prices. On this basis the 
present price of the new plant would be approximately 15,570,000 
dollars whicli is less by 5,730,000 dollars than the price actually 
paid. This is equivalent to a saving of its. 184 lakhs at the average 
rate of remittance. 

75. The balance of tiie cost of the (ireater hlxtensioiis—apart 
Transit charges on iho f>'om minor purchases in Europe—consists 

new plant purchased in of transit charges (freight, insurance etc.), 
America. expenditure incurred in India on erec¬ 

tion. The transit charges would bo enormously lower to-day, but 
there seem.s to be no reason for thinking tliat the cost incurred in 
India would be less, for wages are not lower and coal is inueb 
higher. The Company have furnished us with full details of the 
cost (erected at Jamshedpur) of parts of the plant the uggregalc 
cost of which, t. o. b. at an American port, was Rs. 264 lakhs. The 
total transit charges were Us. 50 lakhs and, iis the plant was 
shipped ill several different years, the figures give a fair idea of the 
average transit charges. I'he transit charges on the whole plant 
would then amount to about its. l5o lakhs and, making every 
allowance for the heavy fall in freights, we cannot put the excess 
payments over present-day rates higher tliaii Es. 70 lakhs. 

76. The excess payments in America Uls. 184 lakhsj and the 

higher transit charges (Rs. 70 lakhs) 
ploi'iV^ ^ ^' justify a reduction in the capital expendi- 

•tiire of Rs 21- crores. Against this, how¬ 
ever, must be set off the fact (already alluded to in paragraph 
64) that the old plant could not be rejilaced to-day at its original 
cost. We estimatefl that the diff'ercnce between the original cost 
and the present cost of a plant with the same output w'ould lie 
about Rs. 200 lakhs. But a plant of this size is too small for 
economical production under present-day conditions, and the 
difference in the case of a plant with treble the capacity^would 
not be so great. The cost at present-day prices of a plant pro¬ 
ducing annually 130,000 tons of finished steel may be put ai 
Rs. 6 crores, but the cost of a plant with a capacity of 400,001) 
tons would not be more than Rs. 15 crores. The replaceineiii 
value of the old plant at Jamshedpur is therefore Rs. 6 crores if 
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it is considered as a separate unit, bttt only Rs. o crores if it is 
treated as a part of a largei' organisation. Tt is suflicieut there¬ 
fore to allow' Es. 1 crore on account of tlTe low cost of the old 
[)lant. The net I'ediiclion in tlie cost of the works as a whole is 
then E.s. fl crores whicli hiings down the final figure from Es. 16J 
crores to Es. 1-5 crores. 

77. The net result of these calculations cun best be exliibited 


ill tabular form :— 

Final oalculatifiii of the 
cost of the Jamshedpur 

works at present prices. Its. 

Lakhs. 

Ori^'lmil cost ol' ohl block ...... 400 

Collieries ......... 200 

Greater ExtonsioiiK . ..... 1,500 

Total . 2.100 

•Allowance tor increased cost of replacing the old 
block at present prices , . . . . .100 


Graiiil Total . 2,200 

l>educt — 

(1) Capital e<])enditure on the cullierie.s . . . 20() 

(2) Expenditure from the depreciation fund . . . 250 

(3) Excess expenditure on American purclrascs and 

freight, etc. .250 

Final Total . 1,600 


In effect what has been done is to write up the old plant 
from Es. 4 crore.s to Es. 5 crores on the ground of the 

rise in prices since before the war, and to write dow’n the 
(treater Extensions from Es. lo crores to Rs. 10 crores. 

Half the reduction is due to the high prices at which the 

new [ilant was purchased, and half to the fact that part 

of the expenditure on Die new plant goes to replace the old. To 
a large extent indeed llie old plant is already replaced. The roll¬ 
ing capacity of the new mills i.s in exce.ss «of the capacity of the 
steel furnaces to produce ingots, and it is far from improbable 
that, -when the new mills iiave been tuned up. the old mills may 
be closed down. Tt may be added that, il* the duplex process 
justifies the expectations formed of it, the addition of a third 
tilting furnace at a com|)a.ratively small cost would almost render 
it possible to dis[)eiise with the open health furnaces. The old 
lilast furnaces are still etficient and have many’years of life before 
ll’iin* 

The Manufacturer’s Profit. 

78. The capital expenditure I'eqiiired for the construction of 
The Maruifactnver’t works with an outturn of 

„vofit. over 600,000 tons of pig iron and over 400,000 
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tons of finished steel lias ))oeu found to be Es. 15 crores. On this 
basis the I'eturn on the capital investment can be ascertained. The 
Coinpany’s share and debenture capital arnounts to Es. 16^ crores 
divided as follows :— 



Amotiut*. 1 

j 

Hato 

of iiitorertt. \ 

Interest 

paTablo. 

1 

Kii'bt prefereuoe 

; Ka. 1 

LakhK. 1 
i 

75 00 j 

Pit cent, j 

0 i 

Its. 

Lakhs. 

4-50 

Set'Oiid profuronce sharca . . . . 

i 

70i)-00 1 
f 

7vl 

1 

52-oO 

Ordiuarv aud deterred eliaiee 

27712 1 

i 

JO 1 

27-7! 

Delienturen. 

euu uo . 

8 i 

WOO 

Total 

16,52-12 ; 

2-03 i 

132-71 


It will be seen that the euiire capital ha.s been raised at an 
average rate of 8 per cent. Interest on Es. 15 crores at the same 
rate conies to Es. 120 lakhs and it i.s tliis sum which lias to be 
found from the sale of iron and steel. 

79. When the full pruducliou of .sbcci is atlaiiiod the surplus 
pig iron will be about 40,000 tons. This 
Probable [iiMtits (.ti vbe amount does not exceed the nornial surplus 
which any steel manufacturer ^^•ith an out¬ 
put of 400,000 tons of .steel and making his' own pig iron would 
provide for. Some reserve capacity for pig iron is necessary, since 
otlier\vi.so there is a risk that the steel furnaces might be put put 
of action for want of the iiecessaiy raw material, and witliin the 
limits of this surplus t*ltc profit's on llie pig iron may fairly be taken 
ill reduction of llie profits expected Irom tiio steel. 'f'he year 
-19*21-22, liowcN'er, was altogether ahiiornial, both in respect of the 
(jUantily of surplus pig iron (107,1)00 tons against 120,000 tons of 
"fiaished steel' and the average' price obtained (Hs. 91 a ton) whicli 
left a profit of nearly Es. 50 a ton. 'riirct' coiujiaiiies are now 
competing in the Indian and ex[)ort markets for pig iron and the 
price, especially in tlie export market, lias fallen l)cavi4’. It 
would not be safe to estimate tlie average profit p>er ton at more 
than Es. 20 in tlie future, and on 40,000 tons this means a total 
[irofit of Es. 8 lakhs. This i-eduees the return which the sale of 
steel has to provide from Es. 120 lakhs to Es. 112 lakhs, and witli 
an output of 420,000 tons the hicidencc is Es. 2fi’67 per ton. 
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Overhead Charges. 

8U. W'c liti'ii now to tile overhead charges on the lull produc¬ 
tion, and the first item is interest on work¬ 
ing capital. The Company have estimated 
the sum required at Ks. 500 lakhs. Exclud¬ 
ing the provision for the collierie.s the total comes to Ks. 445 lakhs 
divided as follows ;— 


The ( verlieud - ■ 

hitorcst 111 workiiif; 
oapital. 


lis. 



Lakbs, 

Stoivn itucl spare p»irt.s of all kiuJs 

180 

Raw raat^iriak and refractory bricks . . . 

. 75 

Oulfitandiiig aud slcictii of iliiiKbcd preduett . . 

190 

'L'utai 

415 


.No reduction is nece.ssary under the second head, but bolli ihc 
others are, we think, over-estimated. The total expenditure in 
1022-’23 ou stores and spare parts of all kinds was in the neigh¬ 
bourhood of its. 50 lakhs, and is not likely to exceed Its. 120 lakhs 
v.bt'ii the ne'\' |)iaut is in operation. Making every allowance for 
the fact tiiat the Indian manufacturer has to keep a much larger 
stock of spare parts and other .stores than the European or American 
manufacturer owing to the difficulty of obtaining supplies .at shori 
notice, we cannot see why tlie stock should be equal to eighteen 
months’ coiisuniption. We have checked the various items and we 
think Es. 110 lakhs should suffice. The over-estimate under the 
third head arises from the fact that the stocks of finished gnods 
have been valued at rhoir selling price instead of ou the basis ol 
the out-of-pocket expenditure actually incurred. The reduction to be 
made here is Rs. 25 lakiis. The working capital required then 
stands at Ks. 350 lakhs, and interest at 7.1 per la'iit. amounts to 
Ks. 26’25 lakhs. The provision for raw materials, outstandings 
and stocks of finished goods is eipiivalent* to about six monlhs' 
production. 

81. The other overhead charges do not re(iuire a lengthy dis- 
Otli.'i- ovi’i'fiL'iul ili.uge.s. cussion. 

(1) Bombay expenses and Agents' coininission .—The Companv 
iwtimatc the head office expen.ses at Ks. 1 lakhs, which is a reason¬ 
able figure. The Agent.s’ commission under the terms of their 
coutfact. on Ihe assumption that the full dividends are earned, 
is Ks. 8'4 lakhs. 

(2) Depreriation.--The allowance for depreciatioir may be taken 
at an all-roimd rate of per cent, on Ks. 15 crores, and the amount 
required is Kb. 93‘75 lakhs. 



fOTUIlK COST or l*FOI)i:CTIOI? AND SELLING PRICK. 


47 


8-. 'I’he >nr[>]\is pij;- iron cahnot be debited witli more Ilian 
about per cent, of the overhead charges 

earned by the steel. 

,oa I l.u!;.^^. figures wc have arrived at compare as 

follows with those of 1921-22 :— 


[.VCIDEXCE TEE Toy HIT 
nyiSHEl) STEEL. 


— 

I 

1 

i ]021-2’2. 

i 

After full 
production is 
nttained. 


1 

i Jis. 

Ks. 

Inl,•■rest on working capital 

. i tl'oft 

6-09 

Bombay expcntcn and AgentN’ eomminsion . 

4-67 

2-89 

21-72 

Depreciation ..... 

. 1 23'97 

'I’otal (ivcrliead 

, ■ 38-24 

30-70 

Heliini on crtpita! investment , 

, ! 20-96 

2G'l57 

Total , 

. ' 59-20 

57-37 


I.’he overhead charges should be distinctly lower when the new 
Iil int is in full swing, but a larger sum per ton is required as 
interest on fixed capital. The latter re.sult was to be expected, 
a the new plant is more elaborate in ty|X! and consequently its 
original cost is higher. 

I! ov'A'y Costs* 

8.8. I'ho average works cost of finished steel in 192i-22 was 
Its. 120 41 per ton, but two years have 
•r, elapsed si'iee then, and there may be 

cfiA .. •reasons for reconsidering that figure. In 

one respect only the conditions have materiiilly changed, viz., the 
rise in the juice of coal, 'rhe Company purchases coal under long 
term contracts by wTiich the price is fixed at the jirice jiaid by the 
Railway Hoard for similar coal or at a figure eight annas higher. 
The Railway Board itself, however, entered into contracts covering 
a. period of three vears from 1st April 1922 to 31st March 1925 
at prices con.siderably higher than those paid previously, aijd in¬ 
creasing Ry 12 annas a ton in each of the second and third years. 
We shall refer again to the Company’s coal contracts in a later 
paragraph (see paragraph 103 below), and the only point we desire 
( make here is that under their oj->eration the increase in the cost 
of coal was unavoidable, 
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fij. In l9‘22-'23 ilin price of [nirchased coal ‘ free on rail- 
collieries ’ rose from Eh. 6-fi to Es. 8‘96 per 
(on. Accoroing to the Company s cost 
accounts the average cost of finished steel in that year is Es. 128-84 
a ton, but in fact this figure should he higher. Had the coal been 
charged in the cost accounts at the purchase price plus freight as in 
previous years, the average cost of finished steel would have beeii 
approximately Es. J3.-> per ton. But, owing to a change of system, 
coal i.-- now charged at the average of tlie price iiaid for purchased 
coal and the raising coat of coal from the Company’s own collieries, 
plus freight to Jamshedpur in both cases. This new system is not 
consi.stcnt with the principle we have adofited that the collieric.s 
should lie treated as financially independent, and for our purposes 
the steel coat must he lakeu at Es. 135. On the other hand, it was 
stated in evidence on behalf of the Cornpanv that, except in the 
price of coal, there was no imiiortant change in 1922-23, and the 
higher price only accounts for a ri.se of about Es. 9-.5 over the costs 
of 1921-22. The average cost may tlierefore be put at Es. 130, and 
the balance of Es. 5 is aftrihntahle to the strike. 


85. In 1923-24 there has been an automatic increase of 12 annas 

Works on.sts !n a tou in the price of purchased coal and a 

24. similar increase will take place in 1924-25. 

Each increase is equivalent to n rise of Es. 3 a ton in the cost of 
finished steel at the [iresent rate of.eonsumptioiv and, though there 
may he compensating savings in other directions, there is no pros¬ 
pect that, in the old plant at least, the cost can he brought appre¬ 
ciably below Es. 130 a ton until 1925-26. 

86. The determination of the works cost of steel during the 

future works co.ts, largely a 

matter for conjecture. The three cau-sea 
which ha-i'e tended to Iceep the cost of steel production high at 
Jamshedpur are— 


tl) The price of coal. 

(2) The comparatively low output of the steel furnaces, and 

(3) The fact that parts of the plant are becoming obsolete 

and arc expen.sive to operate. This applies speciallv 
TO the rolling mills. 


In respect ot coal no relief is possible until /Ipril 192.5 for (as ex- 
plsiined in paragraph S3 above i the (wice is governed by ihe. price 
paid by' the Eailway Board, which is itself fixed by a three years 
contract commencing in .April 1922. .4 great improvement in the 

output of steel ingots is expected from the new duplex process the 
introduction of uhich is now imminent, but the process has navar 
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\et been ^vorked in India and tlie best results cannot be attained 
at once. Tlte new mills are far more efficient than the old and the 
costs will he lower, but here again a high output is indispensable to 
oconoiny, and the output ol' the mills depends absolutely on the 
production of ingots by the steel furnaces. We do not doubt that 
costs will steadily diminish, but it is far more difficidt to forecast 
the rate at which they will fall. 

87. At our reijuest the company supplied an estimate of what 
The Company's osti- they Considered their works cost.s were likely 
mate of fntuvecosts. to he after full production had been attained, 

the price of coal Ijcing taken at the same figure as in 1921-22. The 
estimate compares as follows with the works cost of that year ;— 




CofiT 

rPE TON. 



Aci.iuils 

1921-22. 

As estimated 
after full 
pvr'duetion. 

rig Iron . 

* - * . 

:i4.'47 

RO-Oo 

Ste.1 ingots 


6R-?2 

oS'uO 

Rails , , 

. . » . 

116'00 

95'o4 

liars .. 

. 

iaov,0 

112’0r) 

Average for piodu.ds if new rail and 
bar mills . . . , . 


96‘30 

Ditto 

('fold idills 

12041 

ine-oO 

Ditto 

mills 

of (Id and new 


99-no 

.sluytit— galvani.spil 
sheet-bars 

and hlaeh, [daics and 

1 

124-94 

Average hr all finis 
sheet a, [dates a 

lied steel iinduding 
nd sh.x't-bars 


lOC-46 


An examination of the details; of the estimate shows that nearly 
three-fifths of the rcdu< ti<>n in the cost of rails, wliich may he taken 
us a typical piodiat. is cxf)ecled from the steel furnaces and 
about two-fifths rrorn the new mill.* Some economies are .also 
antici|')ated in the wryking of the old steel furnaces, but in the 
main the eoinrianv look for the savings almost entirely to the new 
plant. On this showing, everything depends on the success of the 
duplex process, for ucw nulls will not he cheap to w^ork unless 
the snp|)ly of steel ingots is fully niainlained. 

88. The evidence we have received does not jiustify an assump- 
„ , ^ , , , , (ion that the price of coal -wdll in fact foil 

” ' ' to the 1921-22 loved during the course qf the 

next three or four years. Mr. Whitworth, the Chief Mining Engi¬ 
neer with the Raihvay Board, informed us that in his opinion it was 

* Tlip retlnctioi) in tlin post of pin iron <loes not affect costs in the. ktpr stages 
so mnch as might have been p.vpectecl. Tlje Company apparently expect that tlie 
wastage of pig iron will be higher in the duplex pi'ocese than in the open health 
ftirnacos, and that they' may be i.nuble to ntiliw all the ScTap proVlnCed. 


H 
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(loubti'iil whether good Jharia coal would ever be sold to Railways 
again in large quantities under Rs. 9 per ton. There are, however, 
causes at work which must eventually bring i)rices down. Rail¬ 
way facilities are being improved, the deeper mines are equipping 
themselves with electrical coal-cutting machinery and new coal 
fields are about to be opened out where at the outset llie raising 
costs are likely to be low. We do not think it is an extravagant 
supposition that in three or four years the average price of the 
coal rcqui)od by the Tata lion and Steel Company niiglit drop to 
some figure between Rs. 8 and R.s. 9 per ton, which would mean 
about Rs. 10 })er ton at llie .Tara.shedpiiv works. As the cost of 
coal at the works was Rs. 8 per ton in 19'21-22, an incrca.so of Rs. 2 
per ton would ■-•aise the works cost of steel by Rs. 8 jier ton on 
the basis of 4 tons of coal to one ton of finished steel. 


89. The Company have furnished us with copies of their tlow- 
sheets showing the probable distribution of 
Utilization ol the various sections of the plant 

pus gasi.s. Avlien full prodiiciion is attained. The con¬ 

sumption of ttoal expected is about 4 Ions per .ton of finished sicel, 
atrd the estimate'*’ referred to in paragraph 87 also seems to pre- 
suppo.se a similar rate of consumption. It seems to ns doubtful, 
however, whether so large a quantity will actually be required. The 
inflammable waste gases produced'in the coke ovens and tlie blast 
furnaces are a wiliiable fuel, and the experience of other countries 
shows that, if they are fully and efficiently utilised, the coal 
consumption can he heavily cut down. The quantities of gas which 
will be burnt according to the flowsheets appear to be reasonable, 
but w'e can find no ecpiivaleiit saving in coal. The United 
Steel Corporation of Asia have given us figures for their coal 
requirement.s and the rate is equivalent to less than 3 tons 
of coal per ton of finished steel. Wc believe that the Tata Iron 
and Steel Company should be al>!c to save at least luilf a ton of 
coal per ton of finished steel ns compared with their estimate, and 
this saving would go far lo coimteract the higher jiricc of coal. 
The economy effected i,s not merely the pni’chase price of half a 
ton of coal; there are savings in labour charges also, for the gas 
which replaces the coal can be burnt much more cheaply. 


90. This question of fuel economy is of first cla.ss irnportaiu'e. 

^Vessitv of fui'locn. Wo made no allusion to the subieci wdien 
nomv. ' dealing w-ith the costs of i921-22, for the old 

plan# was designed at a time when coal could be landed at 
Jamshedpur at Rs. 3 a ton or less, and there was no particular 

* The estimate for the blast furnaces shows a credit for surplus (jas of 
12 annas per ton of pig iron, and the coke oven.s estimate a credit of a little over 
4 annas per ton of coke. If the gas is valued at its coal equiv.ilcnt—which seems 
the natural method—the figures mean th.at the surplus gases displace only 80.000 
tons of coal, a quite inadequate figure. 
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incentive to reduce consumption. .But the cost of coal seems to 
iiave risen permanently to a much higher level, and it is imperative 
that the fuel value of the surplus gases should not be wasted. It 
is certain that, it now steel works are erected by another firm, 
every possible step will be taken to keep the coal consumption low 
and, if the Tata lion and Steel Company is to hold its owm, 
economy in feel is indispensable. 

91. We believe that the works cost of steel at Jamshedpur can 
Oraduul decliiiH pi-o- reduced to the extent indicated in the 

bable ill lii-rdnclitiii cdstfi Company's estimate, but this cannot be 
as output iiicieascs. ^ transition period of 

several years is inevitable during which the works costs should 
gradually fall from about Rs. 130 to some figure in the neighbour¬ 
hood of Rs. loo a ton. There are too many doubtful factors in- 
voh'ed to justifv any confident iirediclion as to the rate at which 
costs will fall, but one point we regard as certain. . The full pro¬ 
duction of 420,000 tons can be attained only gradually. The Tata 
fron and Steel Company has always tended, we think, to be 
unduly sanguine a.s to the time within which results can be expect¬ 
ed. In order to get some definite basis on which to work, we 
estimate that the production of finished steel may be 250,000 tons 
in 1924-2o, 335,000 tons m 1925-2() and about 400,000 tons in 
1926-27. It is not safe to assume that a process untried in India 
before (i.c., the djiplex process; will give the full results expected 
of it until after one or two years’ practical working. If the actual 
output approximates to the figures given above, it will not be until 
the fourth }-ear that prices will approach their final level. 

The fair SelUng Price of Steel. 

92. We have estimated ([Kiragrafib 82 above) that, on the full 

„„ f i 1 production, about Rs. 57* a ton will bo 

required m order to meet the overhead 
charges on steel and fhe manufacturer’s profit. The third element 
in the selling price (i.c., the wmrks costs) cannot, we have found, 
be put at a definite figure, bid may be expected to drop gradually 
from near Rs. 130 to near Rs. lOO. It is on fids basis that we 
liave to determine the selling price which yields a fair return on 
the capital investment. To this branch of the subject w'e now- 
turn. 


Its. per ton. 
•loyo 
!; 6'67 


^OiTTliraa . 
MaunfacUiror’is prollt 


'lotal 


57‘37 
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93. We have found (paragraph 68 abovej that in the year 
Basic sulliiig price ot an average selling price of Es. 180 

higher than a ton Would have given the Indian manu- 
“■ ‘‘•-"a- facturer a fair return on his capital. Save 

in so far as there have been iiuiterial clutngc,s Icniling to raise the 
cost of manufacture since that year, the tigiire of Rs. 180 a ton is 
the natural limit of any scheme ol protection which might he put 
forward, and the only important change which has occurred is the 
increase in the pi'ice of coal which has raised cost.s by about Es. iO 
a ton. On the other hand, the rise in coal pricc-s will not operate 
to its full extent after the year 19’24-2o, and the Indian manufac¬ 
turer can protect liimself against any increase in price which may 
prove permanent holli by the dev('lo[jment of his own collieries 
and by better utilization of his waste gases. .‘Vgain, tlie .stores 
used in 1921-22 must to a large extent have been purdiased during 
a period of liigli prices ami cxpendilm-e on this account should 
tend to be lower. FinuUv. from 1021-2.‘> on'\ai'ds steel will lie 


produced in a [ilant mucli more economical to operate limn the 
old pilant. For these reasons we do not find siifticii'nt grotmds for 
taking a higher flguri' than l!s. 180 a ton. 

91. We have coiisideivd whether it would be possible io base 
oiir recommendations (ui a somewlial lower 
A, selling pnee lower selling pric(;, but we bud this to l)<“ impossihle. 

ttum Its, Iso [I iMi iiuolc- p- j-pj, measures proposed are to be adeuiiute 

iiuiite !is a basis (it pi-c!- . j j- ' 

tL'Otidll, 


addition to lus 


foi' tlieir piirposo. have foiiml 

tiial the Indian maiiul'aclnrei’ ro(|iiii'es in 
Oiks ex|i('ndituro it siini of lls. •V,)’2t) 


].er tun on tlie biisis of the |a'oductioii of 192J.-22, and a sum of 
Us. .IT'.'i? !i ton on the basis of the rnll prorluctioii, in order to 
secure a fair vetnrn on tlie i-aiata.l iiucsled. lint it is certain that 


full pi'odiiction will not be attained in 1921-2.') and vc)-y iinlikc^h', 
hi oiii- opinioii, that it will he readied in 192.')-2(.). (lit a [ii'odiic- 
lion of 250,00t) tons of tinislied sled, which is all that it is 


safe to rely on in lt)21 2-'), ihe. ovcrhcail (.-liarges uloiio would 
approach Rs. 10 a ton and mi average selling ])iice of Us. 180 
a ton would leave little or no margin for tlie return on eapital. 
In 1925-26 prodnetion might rise to abopt OO-ldlOO tons and 
the incideiiee pei' ton ol the overhead charges would then 
di'O]) to Rs. 39. .As tlie works expenditure would also be 
lower, there would be a margin of fwolit. 'J’he full produc¬ 
tion will not, we think, be approached uwtil 1926-27, and 
not Mil llicn would the manufacturer obtain what may fairly 
be cojrsidered a normal profit. Wo have not overlooked the fact 
that, so long as the production of steel is less than the full capacity 
of the plant, there wdll he a large surplus of pig iron, and that the 
firofits on its sale wdll go some way to provide a return on capital. 
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But it would be a mistake to Hupposc that the profits on pig iron 
are likely to approach the tigures of ]9'21-’22, and the larger the 
surplus to be disposed of, the lower must be the average profit 
per ton which can be realized. The Indian production would tar 
exceed the absorptive capacity both of the Indian market and of 
the foreign markets where Indian pig iron has already found a sale, 
and in order to secnire an entry into new foreign markets it w'ould 
be necessary to accept a pri(re which left otdy a small margin of 
pioht. If allowance be made for the production of the Bengal 
Iron Company and the Indian Iron and Steel Company*, it is doubt¬ 
ful whether the Tata iron and Steel Company could sell 100,000 
tons of surplus pig iron at an average profit of lis. ’20 a ton, and 
foi’ any excess over tliat (pianfity the average profit woidd be Jiinch 
lower. As the Coinpa'oy require Ifs. T20 lakhs annually for 
intei'est on dcbenliires and dividends, it is obvious that the profits 
on the surplus pig iron wmuld not go far to provide t])c sum 
required. 

9,1. The [irohlc'u can also be viewed ti'om another angle. 'J’lie 
rnicticd rosnUscia h)fal sum whidi the manufacturer requires 
sSlinc priiT ci l!s. ISO a in order to meet his overhead charges on 
the fill! production is about Tls. 1'29 lakh.s, 
and as a return on the capital invested Bs. 112 lakhs. A selling 
price of I’s. ISO a ton will suffice to produce these sums, piovided 
tlie works costs do not exceed Ils. T2d a ton, and iirovided tlic full 
outturn is attained*. But so long as tlie output of steel is below' 
■120,000 tons a. year, a scJHng price of 'Us. 180 a ton gives the mami- 
lactiirer a good deal less. In effeci, tiu'refore, he recch'cs whal we 
believe lo l)§ the fair allowance per ton for overhead charges and 
capital .on the steel he actually produces, but not on the excess 
tonnage he will he able to piroduce in the future. In other words, 
no allowauicc is made for the lioavier incidence of the overhead 
charges and profit per ton during the period wlien production is 
coiuparativ'cly low. 'Tlic inamifacturer ha.s, therefore, every incen¬ 
tive to liring his worki cu.sts as low as possible and to increase, his 
oidqait, .since by fhesc methods alone can profits be obtained. 
I’his asjiect of the case is, we lliink, important. 

We have not overlooked the fact tliat part of the fixed capital 
expenditure has been financed by the issue of debentures, and that 
interest on these debentures is a primary charge on the Company’s 
resources. The firoduction in 1924-2.5 wc have taken as 250,000 
tons of finished steel and, even if the works costs amount to 11%, 130 
per ton, a selling price of Es. 180 per ton means a surplus of 
Es. 125 lakhs. To this sum at least Es. 20 lakhs must be added 
on account of the surplus pig iron. The debenture interest (Es. 48 

* The two blast furnaces of this company, both completed since March 1932, 
have a capacity of 280,000 tons of pig iron a year. 
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lakhs) and the iiiterestvoa working capital (Es. ‘26'2o lakhs) are 
therefore amply covered. 


96. The hnal re,suit of the enquiries which we have summarised 
in Chapter V and in this Chapter is that 
our'recommendations should be so framed as 
to .secure to the Indian manufacturer an 
average selling price of Es. lEO a ton. 
We have been conscious throughout that 


The selling price of 
Kb. lyo u tc.il adopted as 
the basis of proposals 
made. 


this part of our task wa.s exceedingly diflicult, and wc have spared 
no pains to investigate the fact.s. 'i'iie time occupied might perhaps 
iiave been .shorter if the citse for the steel industry liad been pre¬ 
sented by the Tata Iron aiul Steel Company in a more complete 
form at the outset, but we desire to acknowledge coi'dially tlie readi¬ 
ness with which the Company complied with all our recpiests for 
information. Wliate;ver the particular .subject under enquiry might 
be, the Company gave us every opportunity to investigate the facts 
for our.selves, and allowed us to inspect ;ill (locurner.ts whicli wc 
desired to see. We iiad hoped also to enlist the assistance of the 
business community generally in e.vaniiuing ihe carst of production 
and kindred qaestions, and if was with that object tliat we published 
in October the evidence taken at Jamshedpur in August. Our 
hopes were disa|)pointo(l, howevoi’, and we veceive.d no ci'ilicisrns 
of this part of tlie case. U’he witncs.sc5 from wlioni we endeavoured 
t.) obtain opinions in oral examination explained that they could 
not deal wifli lire matter without a closer scrutiny of the published 
evidence than oitlier they, or the bodies they represented, liad 
attempted. We mention the fact in no spirit of complaint, but 
in justice to ourselves we desire to make it plain that wc sliould have 
welcomed assistani-e from commercial men in the investigation of 
a very difficult question. 



CHAPTER VII. 

General considerations aflecting the Board’s proposals. 

07. The conclusions at which we have arrived up to this stage 

1'**^ stated as follow.s :— 

buDimnw (■! the Crinclu- J 

(Ij India possesses great natural advantages for the inanrn 
facture ot .steel owing to the richnesfe and abundance ot 
the iron ore deposits and the comparatively short distance 
n hich separates them from the coal fields. 

(■2j At the present time the continued existence of steel 
manufacture in India is in grave jeopardy and, unless 
£)rotection is given, there is no prpspect of further deve¬ 
lopment for many years to come. 

(3) The natural advantages are so great that eventually steel 
manufacture in India should be possible at as low a cost 
as. in any other country. 

(4) In the national interests it is of great importance tha,t 
steel should be manufactured in India. 

(•■)) The prices at whic.h steel of the kinds we arc conco’ned 
with is likely to be imported to India without duty 


are :— 

IVi' toil. 

Iri. 

Bars .140 

Structural shaiws, ».<■., angles, beams, ebojinek, etc. . . 145 

Hails, 30 lbs. and (/ver ....... 140 

Plates, crdiiiary . . . . . . .150 

Slieets, black ........ 200 

Sheets, galvanised ... ... 300 


(0) The average price which gives the Indian manufacturer 
a fair return on his capital is Es. 180 a ton. 

It is on these dala that our recommendations are based, but 
before stating them we desire in this chapter to explain our 
attitude on certain general questions which necessarily affect our pro¬ 
posals. These are the principle of discriminating protection, the 
extent to which prtftection should be given by means of bounties or 
subsidies, the advantages and disadvantages of specific and ad 
oalorein duties, the period which our recommendations cover, and 
finally the special circumstances affecting the Tata Iron and Steel 
Company and the extent to whicli they .should be taken into accmfnt 
ill the protective scheme. 
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98. We referred very briefly in Chapter III to the policy of 
. . tliscriniimiting protection and to one of its 

Uiscnminatins; pn-tec coi'oliaries, but the point requires some slight 

amplificiUioM. The phrase was defined by 
the Fiscal Coniniissioii in the sense that the temporary sacrifice; 
which even tlie most successful protection must entail, should be 
restricted to the minimum necessary to attain the object aimed at 
This principle as we understand it operates in three ways :— 

(1) It governs the selection of the industries to be protected, 

(2) It limits^ the amount of the protection to be granted, 
and 


(3) Within each industry it excludes from the protective 
scheme tho.so products which are not made and are not 
likely to be made in India. 


All these aspects are important, but it is the third which chiefly 
concerns us here. Throughout our enquiry we have had the 
question before us, and wo have endeavoured to frame our proposals 
so as to avoid interfering with products which will continue to be 
impoi'ted because there is no one in India to make them. This 
excludes from the scope of our recommendations most classes of 
machinery and, with one or two ex(!eptions, everything classed as 
hardware. Within the iron and steel .schedule it rules out several 
items of which the most important are tram mils, lioops and strips 
and all pipes and tubes cxce])t those built up anfl rivetted from steel 
plates. Fiually, within each group of articles it renders it ncccs- 
•sary to leave untouched, as far as po.ssihlc, those qualities of stool 
(c.r/., high tensile and special alloy steel' which no firm in India 
has yet made, nor is likely to make for a nmnlier of years. 
Minute diseriminatiou is not always possible, hut to the best of our 
ability we have formulated our proposals in aceordauce with tlie 
principle laid down. 


99. Th(> steel industry is a basic industry and, if its price be 
raisy-d by the impositioji of protective duties, 
oP indu.stries must be far 

reacliinfc For this reason the Fiscal Com¬ 
mission pointed out that the liest uK'aiis of asflsting a basic industry 
may often be found by ineans of a bounty rather than by a protec¬ 
tive duty. AVe fully recognize that the protection of basic industries 
l>y means of bounties has certain obvious advantages, but we fear 
that^for financial reasons .anv scheme which [imposed to accord pro¬ 
tection to steel solely by this men'is must hp dismissed as impracti¬ 
cable at present, and wc need not dwell on the point fnrthei'. We 
have, however, considered whether a scheme could he devised of a 
combination of tariff duties and bounties so as to restrict as far as 
the burden on the ennsmner. To a lin ited extent we liave 
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hud recourse to this expedient, but for practical reasons it is impos¬ 
sible to give full effect to it. During the next years the production 
of steel at Jamshedpur will increase from l2(j,000 to 420,000 tons, 
and this must entail a very serious reduction in the revenue at 
present derived from customs duties on steel. Any scheme of 
balancing duties against bounties is in danger of breaking down 
because the extra revenue from which the bounties are to be paid 
is a vanishing quantity which ultimately disappears altogether. 
We do not consider it ])ossib1e to go further in this direction than 
we propose to go (see paragraph 116 below). 


100. We do not propose to discuss at any length the relative 

merits of sjxjcific and ad valorem duties. 

Specific and ad ,pj experience of other countries .seems to 
show that, with the gradual development of 
the protective scheme, the specific duty plays a larger 
and larger part in the tariff. When the object in view is the 
raising of revenue, it is natural to assess the contribution levied on 
imports according to the value of the goods. But when protection 
and not revenue is the goal, ad valorem duties have a serious defect, 
especially when prices are subject to wide fluctuations. Vv hen prices 
are high and protection is least needed the customs duties arc high¬ 
est, while when prices are low and the need for protection is greatest, 
the duties are also low. For this reason we have proposed specific 
duties wherever possible. It may be necessary, however, for 
special reasons, to' mahe an exception in the case of fabricated 
steel. 

101. We have based out proposals on an average selling price 

of Es. 180 a ton for raw steel. It is impos- 


Liinitation of the sible, however, on that basis to make recom- 

peS of ' nrendations intended to remain in force over 

a long period, for we believe that m three 
or four years time it will be possible to reduce the cost of steel pro¬ 
duction in India to a level at which the manufacturer will be able 


to sell steel at a price'much below Es. 180 a ton and still make a 
reasonable profit. \\h recognise that there are grave disadvant¬ 
ages in a scheme of protection limited in this way. We have had 
it°in evidence that if a new firm w’cre to undertake the manufac¬ 


ture of steel, a period of five years would probably elapse before 
steel was actually produced. One of the objects protection is 
intended to secure*is to produce internal competition behind the 
tariff wall, and if the protective duties are subject to frequent •revi¬ 
sion, the prospect of the establishment of new steel works is 
diminished. In spite of this obvious objection, however, we are 
compelled to limit our recommendations to a period of three years. 
We have to deal with conditions as they are and not as we should 


I 
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like them to be. All our proposals imply some estimate of futm’e 
world prices for steel and of future manufacturing costs. These 
estimates are made at a time when prices are subject to wide 
fluctuations under influences both political and economic, and when 
the cost of steel making in India will depend on the result of 
using a process of manufacture which has not yet been tried in 
the country. In these circumstances long views are impossible, 
and we believe it will be necessary to hold a fresh en<luiry in 192G- 
27, when the new plant at Jamshedpur has been working for two 
complete vears. By that time world conditions may be more 
stable and the general level of prices may have settled down. It will 
then be ^mssible to deal with production costs in the new plant on 
the basis of ascertained facts instead of the estimates and conjec¬ 
tures which have had to serve our purpose. Meanwhile, even 
though the rate of {)rotectiou cannot be assured for more than 
a short period, it is at any rate possible to lay dowui the policy 
definitely, and it is for this reason that we laid stress on the point 
in Chapter III. 

102. We turn now to the special circumstances affecting the 
Tata Iron and Steel Company. Through- 
Difficulties created by out our enquiry we have been conscious of 
the fact that rolled stool ^he difficulty created by the fact that there 
is only one firm in India manufacturing 
rolled steel. Inevitably we have had to 
concentiate our attention on the affairti t)l one company, 
but we have not been insensible to the necessity ot a 
wider outlook. Our estimate of the capital expenditure on 
which the sale of iron and steel must provide a fair return, if the 
industry is to flourish, and on which the allowance for depreciation 
must be calculated, is not the actual expenditure of the Tala Iron 
and Steel Company, but the expenditure which, to the best of our 
judgment on the data available, airy manufacturer of iron and steel 
on the same scale would have to incur. Similarly our estimate of 
the working capital required is essentially a<calculation of the extent 
to which a manufacturer of iron and steel under Indian conditions 
must incur expenditure in anticipation of receiving the price of 
his finished goods. In respect of the works co,sts the only Indian 
data available are the actual costs at Jamshedpur and there can 
be no other for at least five years to come. It was necessary 
for the purposes of our empiiry that we should consider wdiethcr 
costs had been raised to an unjustifiable IcvSl by failures on the 
pail; of the tedmical management, but no facts have been 
brought to our notice wdiich would justify us in making a criticism 
of that kind. The Jamshedpur plant compares unfavourably -with 
many plants in western countries in two respects— (a) the com¬ 
paratively low outturn of the steel furnaces, and (h) the imperfect 
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utilization of the surplus gases. But wo are not entitled to say, 
and we do not say, that a larger output of steel- ingots could have 
been obtained in the last four years without sacrifice of the quality 
which it was all important to secure. As for the excess consump¬ 
tion of coal, the point was of little importance when the works were 
first c.stablished owing to the low cost of coal, and even at the 
time when the extensions were projected (1916-17) coal was landed 
at the works at Es. 6-8 a ton. The question of fuel economy has 
now become vital, but we have laid stress on it rather because of 
its importance in the future than its bearing on the past. 


103. The most important criticisms of the Company which have 
come to our notice relate not to the technical 
The coal contracts. luaiiagernent at Jarn.shedpur, but to the 

general administration of its affairs for which the Bombay office is 
responsible. Exception has, for example, been taken to the twenty- 
five year contracts for the purchase of coal which the Company 
has made (see also paragrapli. 83 above). These contracts provide 
that the price shall be the same as, or higher by eight annas a ton 
than, the price paid by the Railway Board. The result is that 
in the current year, and almost certainly in 1924-25, the Company 
are paying more than the market price for the coal they buy. 
It does not follow, however, that the contracts were ill-judged. 
There may be room for doubt whether it was necessary or ex¬ 
pedient to make contracts for so long a period as 25 years or for 
so Large a quantity as three-quarters of a million tons of coal. 
But since the Railway Board is by far the largest purchaser of 
coal in the market, any firm w'hich can secure supplies at or about 
the price which the Board is paying .should have a rea.sonable as¬ 
surance that the price will be below and not above the ordinary 
level. These expedations have been falsified recently owing to 
causes which could not lie foreseen, but when the three-year con¬ 
tracts made by the Board expire, the Conqianv will no doubt again 

secure its coal at a reasonable price. 

• 

101. The contracts made wuth tlie Railway Board and with 
, certain Railway Companies stand on a 

The rail contracts. footing. The earliest is the con¬ 

tract w'ith the Bengal Nagpur Railway Company which was 
negotiated in 1915. Next in order are the contracts with what 
are known as the Palmer* Railway Companies which w^erc made 
in 1918, while the t'ontract w'ith the Railway Board, which^ is 
latest in date, was made in 1919. All the contracts took effect 


* The Bombay, Baroda and Central India Railway, the Madras and Southern 
Mahratt.a Railway, the Nizam’s Gimranteed State Railw,ay, the Bengal .and North- 
Western Railway, the Burma Railways and the A.ssam Railway.s and Trading 
Company. 
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from 1st April 1920, and their duration and the prices fixed are 
shown in the following statement :— 


Name of Railway 

Duration of 

Prices fixed 


Administration. 

conti’iict. 

per ton. 

R-. 

Bengal Naspur Rail¬ 

5 years till Hist March 

Rails . 

110 

way. 


I'isliplates, 

140 

Palmer Railways 

6 years till 31st March 

Hails 

122-8 


1926. 

Fishplates . 

152-8 

Railway Beard 

7 years till Oist March 

Rails 

130 


1927. 

Fishplates 

160 


The prices actually received from the Hailway Board were never 
80 low as those fixed by the contract. B}" special arrangement the 
Comjiany received, up to the 30th September 1921, a certain per¬ 
centage of the difference between the contract price and the market 
price in England, and from the 1st October 1921 onwards, by 
arrangements renewed from time to time, the price has been fixed at 
Rs. 156 a ton. The Company has furnished us with a statement 
explaining fully the reasons why they considered it desirable to 
make certain of the sale of their staple product for a period of years 
after the war and how the pri(.e.s wore fixed. We do not propose to 
discuss these explanations at length. Events have proved that 
the Company was wrong in its judgment both as to the price 
likely to be obtained for rails in the open market and the cost at 
which it could manufacture. Similar errors in judgment were 
frequent both during and after the war, and ordinarily bargains 
which prove unprofitable furnish no ground for State assistance to 
the party who has suffered. But in this case Government is itself 
the proprietor of nearly all the Railways wdth which the contracts 
were made, and in so far as the contracts have entailed loss to 
the Company, they have at any rate secured a very substantial gain 
to the tax-payer.* We do not think tins fact can be ignored, once 
it is decided that the steel indnstry should be protected. 


105. During the last three years the Tat*i. Iron and Steel Com¬ 
pany has had to face very serious difficulties. 
Financial dilliculti^HH of time occupied in the construction of the 

the Tata Iron and^Steel Greater^Exteiisious has exceeded the original 


Company. 


estimate by three or four years and the cost 


* The Tata Iron and Steel Company estimate that the total saving to the 
Railways from these contracts in the two years 1920-21 and 1921-22 was Rs. 142 
lakhs. This estimate assumes that, but for the contracts, the Railways would 
have had to pay for imported rails and fishplates the prices quoted in the trade 
papers. In fact, however, rails can always be piirohased for export in barge 
Quantities at prices substantially below the trade paper nnotations. If a deduc¬ 
tion of Rs. 20 per ton bp made from the quoted prices on this .account, and if 90 
per cent, of the savings on the Company-worked lines is taken as the Government 
share, the net saving to the tax-payer for the two years is Rs. 108 lakhs. Further 
savings have also accrued in the last two years, Init owing to the low price of 
imported rails these are much smaller. 
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of the scheme has also proved much higher than was at first ex¬ 
pected. One result has l)een that the Company had to face the 
great fall in prices in 1921 without being able to utilize the new 
and more economical plant which was being installed. Another 
consequence is that the share capital originally raised to meet the 
cost of the extensions proved inadequate, and the Company has 
laboured under the necessity of raising fresh capital otherwise in 
order to complete the new' works. In these circumstances the fin¬ 
ancial resources of the Company have been severely strained. In 
some of the evidence we have received, these financial difficulties 
have been referred to as if the supposed need for protection was 
created solely by them, and it has been argued cither that the 
situation could be met by a reconstruction of the Company with a 
reduced capital, or that if State assist,ance is given, it should take 
the form of a loan or guarantee. In view of these criticisms it is 
important that we should make our position clear. In our judg¬ 
ment, the need for protection does not arise from any question of 
finance, but from the difference between the [>rice at wffiich steel 
is imported and the price at w’hich the Indian manufacturer can 
sell. The main reason for the wide difference between these two 
prices is the present high cost of prodtudion in India. This 
i.- undoubtedly due in part to the delay in bringing the 
new plant into operation, but it is not due at all to the 
difficulty in raising capital. It is for this reason that we 
do not propose to examine the validity of the criticisms 
frequently made regarding the high dividends paid by the Com¬ 
pany in certain years. It is obviou.s of course that, if dividends 
had been restricted, the Company's financial position w'ould have 
been easier, and less outside capital would have been required. 
But the need for protection would have been exactly what it is 
to-day. The extra loans which the Comp,any has had to raise do 
not enter at all into the cost of production as we have determined 
it. 


Extent to which special 
eircumstances affectin;; 
the Tata Iron and Steel 
Company have affected 
onr proposals. 


106. It is desirable that w'e should indicate to what extent, in 
our opinion, the special circumstances affect¬ 
ing the Tata Iron and Steel Company may 
justifiably be taken into account in the pro¬ 
posals w'c are aliout to make. In the first 
place, wc think that account must be taken of 
the present high level of costs and the fact that the economical 
production which T;he new plant ought to give will be attained only 
gradually. In so far as the present high coats are due to thS price 
of coal, allowance .should be made because any manufacturer of 
iron and steel was likely to be affected in the same way. The 
Indian Iron and Steel Company has made precisely similar con¬ 
tracts for the supply of the coking coal required for its blfist 
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furnaces, and Mr. Tarlton (of Messrs. Bird and Company) giving 
evidence for the United Steel Corporation of Asia expressed the 
opinion tliat on the average a contract of this kind was likely to 
result in favourable prices. In so far, again, as higher costs 
during the transition period are due to difficulties in working 
an unfamiliar process of steel manufacture, the same difficmlties 
would affect any firm commencing to manufacture steel in India, 
and even to a greater degree. Binally, since the object of pro¬ 
tection is to preserve and develop the steel industry, the measures 
taken must be adequate for their purpose, and must do justice 
to the facts of the case. Whatever reasons may exist for with¬ 
holding protection altogether, there are none for any scheme which 
at once raises prices to the consumer and at the same time fails 
to preserve the industry. The general principle which underlies 
our recommendations, therefore, is that the assistance granted 
should suffice to give the Company— 


(a) when they reach their lull production a fair return 6n 

their capital outlay after meeting all overhead charges, 
provided the works expenditure is reduced to a reason¬ 
able figure, and 

(b) the minimum of assistance required to tide the industry 

over a difficult period. 

It is in the light of these considerations that we have taken 
Rs. 180 a ton as the basic selling pruie for the manufacturer. 

107. In the second place, we think that the form of our pi’oposals 
„ . , , may rightly be affected by the special posi- 

qufr^d ft tion as regards rails. So long as the Com- 

, paiiy is bound under contract to supply rails 

at a certain price, the imposition of a tariff duty mu.st be largely 
nugatory. The object of protective duties is to secure a fair price 
to the producer, and it is quite useless to raise prices to the con¬ 
sumer if the manufacturer is no better off than before. It has 


already been pointed out, moreover, that the tax-payer, as the 
ultimate proprietor of the Railways, benefits directly from the con¬ 
tracts, and if the TiCgislatiirc, representing the tax-payer, decides 
that it is expedient in the public interest that the manufacturer 
should receive a higher price, it seems natural to adopt the most 
direct method of securing that result. The circumstances clearly 
point, therefore, to the advisability of dealing with rails by way of 
bounties rather than by way of tariff duties. 


108. One very serious question remains for consideration name- 
The burden on other Iv, the burden which protection for steel 
induBtries and on the con- is likely to entail on other industries and on 
"uraer. the consumer. But it is clearly more con¬ 

venient to defer its discussion until we have explained our propo¬ 
sals, for a purely hypothetical discussion is likely to be infructuous, 
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Recommendations regarding the protection of the steel 

industry. 

109. We shall now state and explain the propo.sals which we 

recominend to the Government of India for 
Scope of the Board e adoption. In this Eeport we shall deal 
pnmaniy with what may be called raw steel, 
i.e., the products manufactured by the ,Tata Iron and Steel Com¬ 
pany. Of these the principal are— 

Structural shapes, i.e., beams, angles, channels, etc. 

Plates, ship, tank and bridge. 

Bars and rods, common. 

Sheets, black and galvanised, whether corrugated or plain. 

Rails and fishplates. 

The consequential effect of our proposals on the engineering 
industry and on the use of wrought iron will also be briefly dis¬ 
cussed. But our recommendations regarding what may be called 
the subsidiary industries (tinplate, enamel ware, agricultural im¬ 
plements, etc.), must be reserved for the Second Report which we 
hope to submit at a very early date. In the proposals now made 
we have aimed at securing to the manufacturer an average price 
of Rs. 180 a ton, but in one or two cases we have gone slightly 
above or below this figure. Sheets, whether galvanised or plain, 
stand on a different footing and have been dealt with specially. 

110. Structural ^lapes (that is, beams, angles, channels, 

etc., unjahricated ).—The average price 

Structural shapo.c which steel of this kind is likely 

to enter India without duty is Rs. 145 a ton and the present 
tariff valuation is Rs. 350 a ton for angles and Rs. 170 for channels 
(a figure which seems to us excessive). Other shapes are assessed 
ad valorem, the* rate of duty being 10 per cent, in all cases. 
The present duty may be taken as Rs. 15 a ton on the avierage. 
We propose a specific duty of Rs. 30 a ton, which is 
equivalent approximately to a 20 per cent. duty. A somewhat 
higher duty of Rs. 35 a ton would be required in order to raise the 
selling price to Rs. 180 a ton, but we have preferred in this case 

{ 63 ) 
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to take a slightly lower figure. It is through the price of struc¬ 
tural steel that the engineering industries and the Railways are 
most likely to bo affected, and we are anxious that the burden on 
tliem should bo lightened as far as possible. We have taken into 
account also the fact that our proposals about rails (see paragraph 
lit) below) will, at any rate in the first year, give the manufacturer 
rather more than Rs. IBO a ton. 8teel angles and channels are as¬ 
sessed in the tariff schedule separately from wrought iron, all beams 
are entered in the ‘ iron or steel ’ section of the present schedule. 


Bar* and r; ds. 


111. Plates .—The price at which ship, tank and bridge plates 

are likely to enter India without duty is 
“ Rs. 150 a ton and the present tariff valuation 

is Rs. 150. We propose a specific duty of Rs. 30 a ton on plates 
of this kind. Boiler firebox and sfiecial quality plates will remain 
subject to the present tariff, but as their valuation is Rs. 300, all 
plates will in effect pay tlie .same duty of Rs. 30 a ton. Wrought 
iron plates are not in common use and such as are imported are 
nearly all of special qualities. The cost of manufacturing plates 
at Jamshedpur has hitherto been a good deal above the correspond¬ 
ing cost of rails and bars. We have taken no account of that fact, 
however, for the plate mill has not hitherto been worked to any¬ 
thing like capacity. 

112. Bars and rods .—The price at which ordinary steel bars and 
rods are likely to enter India without duty is 
Rs. 140 a ton, and the present tariff valuation 

of common bars is Rs. 135 or Rs. 150 a ton according to size. The 
present du(^ is therefore Rs. 13-8 or Rs. 15 a ton. Wc propose a spe¬ 
cific duty of Rs. 40 a ton, the incidence being from 27 to 30 per 
cent. This proposal docs not affect Swedish bar, and similar 
qualities, bars made of crucible or high tensile steel or bars which 
arc galvanised, tinned, planished, polished or lead-coated. These 
remain subject to the existing duties, and wrought iron bars are 
in a separate part of the schedule. The specific duty of Rs. 40 
a ton is not sufficient to enable the Indian manufacturer to sell 
his bars at an average price of Rs. 180 a ton in competition with 
Continental bars in all Indian markets. We have taken 
into account, however, the fact that at Jamshedpur bars are 
manufactured to a standard with which the Continental 
bar does not always comply, and that they tend rather 
to cpmpete with burs manufactured in the* United Kingdom, 
the price of which is somewhat higher. We have also made 
allowance for the fact that in .some of the up-country markets the 
Indian manufacturer, owing to the, favourable rates he can secure, 
for complete wagon loads from the Railway administrations, is in a 
stronger position to meet competition. 
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113. Sheets .—The Tata Iron and Steel Company will manu- 
, , • j .1 facture both ordinary and black sheets and 

Sheets—galvanised anu ^ 4?, ._. 


wiiocia-V ••II, T. • i* I i- • 

bltLck not ytit Triiuiuiuc- ^fl.l\'3jniSGd shccts. It IS GlltllGly uiiccitiiinj 
tilled in India. however, what the cost of manufacture will 

be, for the Cornpaiu' liave not yet set their sheet mills in motion, 
and are not likely' to do so until September 1924. The only 
evidence we have as to costs is the estimate made by the Company 
at our request on the basis of 1921-22 coal prices. This estimate 
puts the works cost of black sheets at Us. 149 a ton and of galva¬ 
nised sheets at Us. 194 a ton. The present tariff valuation of 
black sheets is Rs. 17-5 a ton (which is, we think, a low figure), 
and that of galvanised sheets is Rs. 300 a ton which agrees with 
the figure at wlncli wc arrived. It will be .seen that, if the Com¬ 
pany can manufacture sheets at figures approaching those they 
have given, the existing priee plus ten per cent, duty gives them a 
much larger margin above the works cost than they have in the 
case of other products. On the other hand, the estimate is for 
the eventual cost when manufactm-e has been going on for some 
time, and the actual cost during the first tw’o or three years of 
manufacture will unquestionably be higher. We do not think that 
at the outset the manufacture of sheets can be established in India 
without protection of some kind. At the same time, in the absence 
of data as to the cost of manufacture, our proposals mu.s't be limited 
to the lowest amount which has any chance of attaining its object. 

114. The entries regarding sheets, whether galvanised or not, 
in the present tariff schedule are somewhat 
Bl.ick s R'l-'ts—prr-in iiK.ii. complicated. Ungalvaniscd sheets fall under 
four entries— * 


Tariff Vah'.atii'ii 
per t.nn. 

Be. 


Present 

duty. 

Ri. 


Slieets ■wliicli have been eo’d rolled, 
sinoothed (ineinding jilanished) pickled 
or cleaned by acid i r (it)ier material or 

process . .... too ?0 

Sheets black, plain .... 17b 17‘8 

Sheets, black, eoiru^rated up to and includ- 

iin.': 26 Gauge ..... 800 80 

Sheets black eirrncafed above 56 Gaufje . 400 40 

The valuation of the corrugated sheets must be dtie to soma 
misapprehension, for the corrugation cannot possibly make a 
difference of anything like Rs. 12.5 in the value. The average value 
of black sheets, corrugated and plain, may be taken as Rs. 200 a 
ton, and we propose that these sheets should be. snbieet to a 
specific duty^ of Rs. .30 per ton, which is equivalent to 15 per cent. 
Sheets falling under the first entrv will remain snbiect to the 
existing duty. We have not thought it neces.sarv to diseriminrite 
wrought iron sheets of which the iu!ports are negligible. 
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lit). The present classification of galvanised sheets for tariff 
flalratiised sheets--pro- purposes is as follows :— 
pusals. 


Tariff ValTiatinn Present 

per tr;n. duty. 

^ Eb- Rs. 

Corrugated up to and including 26 Gauge. 300 30 

>• It >. „ above 26 400 40 

Gauge. 

Plain up to and including 26 Gauge 3-iO 32 

>. ,, „ above 26 Gauge 425 42'3 


It is not obvious why tlio plain sheets should be valued more 
highly than the corrugated. We propose a uniform specific duty 
of Ks. 45 a ton for all galvanised sheets. This makes practically 
no difference to the very thin sheets aboA'e 26 Gauge, and amounts 
to about 15 per cent, on the thicker slieets which are in common 
use. 


116. Rails and fishplates .—We have already explained (para- 
1 c . , . graph 107 above), why, in our opinion, 

ai s .anf s p a es. should be treated differently from 

other steel products. The present duty is 10 per cent, ad 
valorem for which we think a specific duty of Rs. 14 a ton might 
with advantage be substituted. But the additional assistance which 
the Indian manufacturer recpiires ought, we think, to be given in 
the form of a bounty. This is the more desirable because the 
increase in Railway costs will he very greatly diminished. The 
price at which rails are likelv to enter India without duty is Rs. 140 
a ton which the addition of the duty would raise to Rs. 154. We 
propose that bounties should be given on the manufacture of rails 
(30 lbs. and over) and fishplates for the next three years in accord¬ 
ance with the following sliding scale— 


I!)24-2', 

19')5-26 

1926-27 


92 !i (nn. 
26 

20 .. 


Save in so far as the Indian manufacturer is bound by long-term 
contracts, the effect would be to give him Rs. 187 a ton for rails 
in the first year, Rs. 181 in the second and Rs. 175 in the third. 
There are two reasons whv a sliding scale is desirable. In the 
first place, the existing contract with the Bengal Nagr)nr Railu-ay 
will terminate in March 19-25. the contracts with the “ Palmer ” 
Railways in March 1926 and the contract with the Railwav Board 
in March 1927. In each vear, therefore, manufacturer will 
receive for the rcits he sells a price more nearly equal to the current 
world price, and in the second place costs will fall as production 
increases. For both reasons the need for outside assistance will 
diminish from year to year. The bounty .should, we propose, be 
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payable only on wucii rails and fishplates as are passed by the Gov¬ 
ernment Metallurgical Inspector at Jamshedpur who inspects all 
rails manufactured for the Indian Kailways. As the inspector 
maintains in any case complete records of the quantities of rails 
passed by him, the determination of the amount payable on account 
of bounties from time to time presents no difficulties. Under these 
conditions the bounty will not be payable on light rails (under 30 
lbs.) w hich are sold principally to private consumers. The imported 
price of these is variable but may be taken at lls. IdO a ton. We 
propose a specific duty of Es. 40 a ton on such rails and on fishplates 
therefor. 

117. In the present tariff certain kinds of wrought iron, viz .— 

I ( angle, channel, bar and rod—are included in 

proposals on the use of a separate section apart from stccl. iUe eitect 
wrought iron. of an increase in the duties on steel may 

quite possibly be to increase the imports of wrought iron. Tor a 
number of purposes for which bars and angles are used, wrought 
iron is as suitable as steel (indeed in some cases preferable), and 
for many other purposes iron would be accepted as a satisfactory 
substitute for steel if it were a little cheaper. The manufacture 
of wrought iron in Europe has, we are advised, been affected by 
[,ost-wnir conditions even more adversely than that of steel, and 
plant now lying idle there could quickly be brouglit into production 
and supply large additional quantities of iron to India if there were 
a demand for it. Before the war, wrought iron of the commoner 
kinds was more expensive than steel, but during the last two years 
the difference in price has been small and there have even been occa¬ 
sions when Belgian iron bars have been quoted at a slightly lower 
price than Belgian steel bars. In these circumstances we see no 
alternative, if the protection given is to be effective, but to raise the 
duties on (;ertain kinds of wrought iron, even though it is not pro¬ 
duced in India and the ordinary arguments for protection do not 
apply. 


118. The present 

Wrought iron tav and 
rod —proposals. 


.tariff classification of wronglit iron bar and 
rod is as follows :— 


Tariff valua¬ 
tion. 


Presont duty. 


Bar and Eod- E'*- 

Qualities superior to grade A of the B. E, S. A.* 

Grade A of the B. E»S. A. and . . . 360 


Es. 

35 


Crown quality and intermediate qualities— 
Over ^ iiieh in diameter or tbiehuess . 

J inch and under 

Common ■ • ■ • • , 

Ditto if galvanised, tinned or lead coated 



160 

16 


IftO 

19 


UO 

14 

a 

180 

18 


* British Engineering Standards Association. 
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When wrouglit iron bar of Ibc superior qualities is imported, 
It 18 nearly always because it is required for a purpose for which 
steel IS not so suitable, and it is not desirable to raise the cost of 
such bar il this can possibly be avoided, it is common bar which 
IS Idcely to compete with steel, and we propose that a specific duty 
ol Es. 35 a ton should be imposed on common iron bar and rod 
(not coated with other metals), the duty on the other qualities to 
remain as at present. Th(> incidence of the duty will bo 25 per 
cent, on the present valuation, 'ihe corresponding duty proiiosed 
for common steel bar is Es. 40 a ton. 

119. The present tariff classification of wrought iron angle, tec 
Wrought iron aiiglB ‘*'nd cliannel is as follow-s ;— 
and channel —proposal. 


Tariff valua¬ 
tion. 


Present duty. 


Anglo and tec -Crown and su|)eri'r qualilios. 

Other kinds. .... 

Do. if galvaui.^od tinned or lead coated 
Channel ....... 

Wrought iron angles and channehs are not so likely to (aimpele 
with steel as wrought iron bars. '.I’be duty proposed for steel 
angles and cliaimels js Es. 30 a ton winch is likely to raise the 
selling price to Es. 175 a ton, and ludess the price of wrought iron 
angles dropped helcnv the present tariff valuation, they would be no 
cheaper ttvau sisteel. A comparatively small decrease in tlie price 
might, liowever, lead to increased imports of wrought iron. It 
Mill suffice we think il a specific duty of Es. 20 a 10 °! is imposed 
on wrought iron angles and tecs, ‘ other kinds ’ (not coated with 
other metals) and on iron channels. Tlie present tariff valuation of 
iion cliauiiel seems to us high. The superior qualities of angles 
and those coated with other melals would be left as at present. The 
effect waiuld he that all iron angles and channeis would t)aY the same 
duty of Es. 20 a ton. t J 


Es. 

Es. 

200 

20 

J60 

10 

200 

20 

170 

17 


120. Our recommendations regarding the Engineering industry 
, , "’ill he made in our Second Eeport, but wc 

"Without some alln- 
siou to it. The principal raw materials of 
the industry arc cast iron and steel, and the incvitahle increase in 
the price of steel resulting from our proposals must raise the costs 
of all firms ivhich fabricate steel. From the evidence we have 
received it is obvious that for the last two years foreign competi¬ 
tion in all fabricated steel has been extremely severe, and a sub- 
btantial increase in costs must be a serious lilow to the industrv. 
On that aspect of the case, however, w'e do not now dw^ell. Our 
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immediate object is to poijit out that the uiarket for certain kinds 
of steel manufactured in India, viz .—all structural shapes, plates 
and to a smaller extent sheets and bars—depends on the existence 
of the engineering firms. IS’o discrimination is ultimately pos¬ 
sible between the manufacture of raw steel and its fabrication, for 
the two are inseparably connected and stand or fall together. It 
would be of little use to protect the manufacture of unfabricated 
steel, if the result were tlial the demand for it greatly diminished. 
We are satisfied from the evidence we have taken that, if the pro- 
po.sals madp in this chapter are adopted, it will be necessary to 
raise the duty on fabricated steel to at least ‘20 per cent, and 
possibly to 25 per cent, in some cases. Wo defer our specific re¬ 
commendations not because we are in any doubt a^o their general 
scope, but because their elaboration and completion would have 
delayed our Ile[)ort on the main issue. 

121. It was our intention to put forward another proposal of a 
^ , f more general kind. It was strongly urged 

hutv by all Uoverumeut by a number of witnesses—particularly by 
Departmouts. representatives of the engineering firms— 

that Custom.s duties should be paid by all Government depart¬ 
ments on stores imported by them, l.nder the existing Store 
rurchase rules, the duty is to be taken into account' when the 
prices of imported goods arc compared with the prices of articles 
produced in rndia-. But our attention was called to ("ises in 
which the rules had been dLsregarded or overlooked, and this is not 
unnatural, for by importing from the Stores Department in 
England the indenting officer may be able to relieve himself of 
trouble and responsibility. The announcement of the G-overnment 
of India that the law will bo amended so as to necessitate the actual 
payment of Customs duty on imported stores (with a few specified 
exceptions) makes it unnecessary for us to submit a recornmenda- 
tion. The new procedure will ensure that any extra cost involved 
by' importation will be refleded in the accounts of the spending 
department, and a pewerful influence will come into o];)cration 
tending to secure observance of the rules. The object of piotcc- 
tion is to seemre the, Indian market for the Indian producer, and 
the Government purchases of iron and steel constitute a large 
part of the effective demand. The evidence given by the engineer¬ 
ing firms suggests that more than half their sales of fabricated 
steel w'ere to Government, to Bailw'a.ys and to other public bodies. 
The point is therefore of importaru'e in connection with the manu- 
factui’c of sleel, and it is for this reason that we. have referred 
tc it. 
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Objections to protection,lor steel and the burden on the 

consumer. 


122. ill llic lust Chapter we stated and explained our proposals 

, for orautiny protection to the steel industry, 
Kiopco 18 uip er. remains that we should examine the 

objections to tfie grant of protection for steel and the cost to the 
eoimtry of the measures we recommended. When we submit 
our Second lleport we shall estimate what tlie total burden 
is likely to be and bow it is likely to be apportioned 

as between industries and the consumer generally. Tn 

this Chapter wc sliall fir.st explain the iioint of tdew from wlucli 
w'e have approached the piroblem and discuss briefly the general 
cbjections which have been urged. Thereafter we shall deal with 
the increase in Itaihvay costs, the tariff on machinery and the 
effect on one important industry of our proposals. For this pur- 
p.ose we have selected the jute industry because it is the only one 
in which some of the data neec.ssary for an exact estimate have 
been placed before us. 

123. One important point must be made clear at the outset. 

, ... f The general (uiestion of free trade versus pro- 

Frcx^'lWdrwKrPr.itec- lection is not m any wa\ wdthin the terms of 
tiou i\ot 'bef've thp ouf reference, aaul in so far as the objections 
Board. t,, protective duties brought before us, 

whether in written representations or in the oral cvideuce, merely 
state the objections to all protective duties, they arc beyond our 
scope and need not be discussed. But w^c are liouud of course to 
c'onsider the special circitmstaiices affediug" tlie steel industry and 
iS'hether the cost of sccurittg its development is greater than the 
advantages likely to be obtained. The steel iiidustry is a basic in¬ 
dustry in the full sense and any increase in the price of steel has 
far-reaching cffe<;ts. 

124. The principal objections to protection for steel wliicb have 
I’rincipiil cbjcctioiis to been placed before us nfky be briefly stated 

protection for eteel. as foIloW'S : — 


(I) The Indian agriculturist is very poor and a higher price 
for steel means that the implements of his daily work 
will cost him more. 

( 70 ) 
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(2) Protection for steel is contrary to the interests of agri¬ 
culture. because it will involve a considerable reduction 
of imports into India and consequently of exports from 
India, and the foreign market for India’s agricultural 
products will therefore be restricted. 

(3) The costs of every industry in India will be raised if the 
pi’ice of steel goes up and the effect of a duty on steel is 
therefore cumulative and far-reaching. In particular 
it would affect profoundly both the Kailways and the 
coal mines and would tend to keep both Pailway rates 
and coal prices at an excessive level. 

We are indebted to Mr. Pilcher of Calcutta for a very full and 
able discussion of the question from this point of view, and 
the same arguments in substance were advanced by several com¬ 
mercial bodies, of which we need only mention .s^jecially the Bengal 
Chamber of Commerce. 

125. The first obicction does not require any iengtliy discussion. 

An increa.se in the duty on steel bar.s will 
The direct effect uiy ii undoubtedly tend to rai.se the cost of such 
fOT’s/ee!"''^ rrot'-'ctioii agriculturist ordinarily uses, but 

that quantity is very small. If all the steel 
bars imported into, or produced in, India were used for no other 
purpose than to provide the agriculturist with steel, an increase of 
the duty to 30 per cent, would mean an annual iiurdcn of about 
Its. 43 iakhs spread over a population of 300 millions, or much less 
than one anna a head. We agree with the Director of Industries, 
Bihar and Orissa, that the direct effect of protection for steel on 
agriculture is negligible, and that the cultivator will be affected, if 
at all, mainly through any conse(iuential increase in Bail- 
way rates that might result, to which we might add the 
increased cost of bridges in rural areas. It would he different 
if it were intended lo impo.se a protective duty on agricultural 
implements generally. But only one such proposal has come before 
us and it is of very restricted scope. 

126. The second objection also need not detain ns long. In so 

, , . , far as the argument is valid at all, it is a 

and all ‘“Itric.- Soicral argument against auy measure de- 

ticn of ihe inav>«< f< v signed to secui'c the development of indus- 
ag'icuHni’al prrdnoo. tries in Didia on a large scale and has no 
special application to steel. The development of Indian industrms 
is we understand, the accepted policy of the Government of India, 
a.id in so far as it is successful it must tend to reduce imports, for 
the time being at any rate, whatever the ultimate effects may tie. 
We should stultiTy ourselves if we admitted that the natural conse¬ 
quences of the policy are. arguments against any attempt to carry 
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it out. Mr. Pilcher in his oral evidence suggested that the reduction 
of Indian imports, and consequently of exports, was open to objec¬ 
tion— (a) because it was produced by artificial means and not the 
result of natural and healthy development, and (b) because it meant 
the sudden displacicment of a large body of imports. The answer is 
that the steel manufacturer lias no choice. Since large units are 
essential to cheap production, a policy of .slow and imperceptible 
growth is out of his power. The industry must develop by sudden 
jumps or not at all. Quite apart from any question of protection, 
moreover, the increased Indian production of steel is imminent and 
the new plant at Jamshedpur is almost ready to operate. Unless 
the manufacture of steel in India is to cease altogether, a heavy 
reduction in imports is inevitable, since the only chance of cheap 
production is to utilize the new plant to the full. 

127. The real difficulty we hav'e to meet is the third, and we 

Effect of prrtcotionfnr appreciate its importance. Protection 

«teel upfn other Indus- for slcol must entail some increase in costs to 
trie-. other industries, and we recognise that it is 

incumbent on ns to explore the consequences which must follow 
the adoption of our proposals. But before we discuss some parti¬ 
cular aspects of the case, there is one general point to be cleared 
up. 

128. The picture of the disastrous consequences of protection 
. , . , „ j. for steel, so forcibly presented to us by Mr. 

ing futm'rdwdo'imie^ Pilcher and the Bengal Cliainber, owes its 

of protection for steel. most vivid Colouring, vve think, to an underly¬ 
ing feeling that the real danger is created not by the policy of 
discriminating protection accepted by the Government of India and 
the Tjegislative Assembly, but by a ixdicy of indiscrirninato protec¬ 
tion for all kinds of steel. Strong apprehensions were evidently felt 
that, however the scheme might be limited at the start, the first step 
would have been taken on a- slippery path, and that sooner 
or later all kinds of steel would be invoh'ed in a common fate. Brrt 
this view involves a doubt as to the possibility of adhering to the 
policy adopted, and we cannot within the terms of onr reference 
discuss it. We have been appointed to advise the Government of 
India by what means and to what extent effect can be given to their 
policy, and objcctious to the policy itself arc beyond onr scope, 
have to consider the sacrifices which tliat policy may entail on the 
commnnitv and not the burden which a. different policy would bring 
with it. We are not called iifion, therefore, to discuss the remoter 
con.serinences which protection for stf'el may bring in its train. The 
case might be different if it seemed prohalile that the cost of steel 
production were likely to remain at its present level for a long 
period of years, for existing industries would then have to develop 
and new industries come into existence on the basis of high steel 
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costs. But wc have foiuHl good grounds for believing that produc¬ 
tion costs will fall substantially in the next three or four years, 
atid in that case the burden will be lightened at no very distant 
date. If onr expectations are ju.stified, the industries which use 
steel as their raw material will be gradually built up on the basis of 
steadily diminishing steel costs. This i.s important because it is 
the primary cost of raw .steel which ullimately determines the level 
o', costs in all the dependent indimtrie.s. 


pii 

tfir 


1'20. We now turn to the effect of our propo,sals upon the Rail- 


Effoct ('£ (.'uv 

]>;lilw;i.v costs— 
ui'cs I'nr tlic Bust 


ways. The imposition of protective duties on 
steel must necessarily involve an increase in 
Railway expenditure, and it is here that the 


Indian and Rental X.-iv- cnn.setiiienccs may Ire most serious. It is of 
pur Railway systems, great importance to the industrial prosperity 
of tlie country that Railway rates should be kept as low as possible, 
and in so far as protection for steel tends to raise rates, or to 
prevent a reduction which might otherwise have taken place, it is 
open to ohvion.s attack. Tlic Railway administrations which 
snjiplied n.s with the mosi. complete information were the East 
Indian Railway Company and the Bengal Nagpur Railway Com¬ 
pany. The figures they gave for the increase of expenditure which 
would result from a 33i per cent, duty are as follorvs :— 



( ABT InDJAS }' 

.^XT.- 


Nagpcb 


WAV. 


Railway. 


. Oij-Hal. 1 Hevi 

■ i. 

'■nn*. 


Ri.'vcuua 


1 

IN. Itikbs. I IN. 1 


lakhs. 

! 

1^«. lakh^. 

Hails, flshplatos, nkrixTs 

, Vf oO i 

1 

■.1-I9 

1 

t.1‘57 

Si<vl in nitd uBtlrv-fr.TDifs 

] viii; 1 

3(.0 1 

(••,•8 

1-50 

Htcol 

j-r; ; 


1 

1 

•79 

Stvuc'jnTiil ‘irirl (fnV)Vi('iiiO'l) 

a-or. i 

1 

i -Ut! 

■98 

To'l M. 

21 aa ; 

1 (<) 

i 

2insj 

9'8t 


These figures make i( clear that it is through rails and wagons that 
protection for steel nould cliiefly affect Railway costs. We have 
jiroposed (paragraph 116 above) to deal witli rails by way of a 
bounty, so that there will be no increase of .Railway expenditure on 
that account. Our recommendations regarding wagons will be 
submitted in our Second RcfKU't, but we may say at once that we 
shall have no proposal to make for a protective duty on imported 
wagons. When wagons and rails are deducted, the balance remain¬ 
ing is not large. The East Indian Railway apparently antielpatr.ii 

K 
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that tlie wliole of the otlier steel will be cequhed on capital account 
which seems an improhahle supposition. The Bengal Nagpur Eail- 
way shows throe-quarters of the unfabricatecl steel aaid one-third of 
the fabricated steel under revenue. If the requirements of the East 
Indian Eailvvay are divided in the same proportion, the figures for 
the two Railways together are — 

f'apital. Hevt'inie. 

Ks. laklis. Rs. laklis. 

ITnfabrifateR steel ....... ■.'iS 1-T:t 

Fabi'ieaf eil steel ....... 5 R3 2 liS 


Tot it 


.-■n 


.i-40 


The above figures are bated on the difference between a 10 per 
cent, duty and a duty of OHi per cent. The increase of expenditure 
resulting from our proposals will be about one-half the "Railway 
figures in the case of unfahricated steel and two-thirds in the ca.se 
of fabricated. The corrected figures for the increase of expenditure 
in the two Eailw'ay systems will then be— 

('.ipitnl, Rcveinio. 

Us. Iftkhs. Rs. lalili*. 


Unfaljvicatcd ateol 
Kabi'iratcd strol . 


•29 

3.55 


Total 


3'8l 


■87 
I’77 

•i’Oi 


Kstimated cost of 
liighor duties on steel to 
ill! Indian Uailways. 


i;30. The total capital outlay on the East Indian Baihvay and 
Bengal Nagpur Bailway together is nearly 
a fourth of the total capital expenditure 
on all the Indian Railways and in 1922-23 
they w'ere responsible for about one-fifth 
of the working ex^xinses of all Railways. On this basis 
the increase in the capital expenditure of all the Railways would 
be Rs. .lu-I lakhs ea.pital and Rs. 13-2 lakhs revenue, or about 
Rs. 29 lakhs in all. These figures arc a]>proximately 0'7 per cent, 
of the capital outlay and 0-2 per cent, of the working expenses of 
all the Indian Railways in 1922-23. It does not seem probable 
that the Railway rates and fares would he seriously affected by 
increases of this order of magnitude, and in fact the 
increase in working expenses would be fully connterbulanced by 
a reduction of something less than 4 annas a ton m the cost of coal. 

131. Before wc can discuss the effect of protection for steel on 
Indian industries generally, it is necessary 
to explain the position as regards machi¬ 
nery. The question to what extent th# 
manufacture of machinery in Indi-a is likely to be affected by pro¬ 
tection for steel is a very importanl one, but we have foum! it 


The tariff cii raaehi- 
iierv. 
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impossible to investigate it fully in our present enquiry. The 
subject is' intricate and demands a closer and more detailed exa¬ 
mination of the facts than we could attempt, if we were to do justice 
to the major question of protection lor steel. J3iit even if consi¬ 
derations of time had not interfered, there would still have been 
difficulties. Any eiuiuiry into the tavitf on machinery necessarily 
raise.s certain general (|iiestions not specially connected with steel, 
and we could not, vifliin the terms of our relerence, discuss fully 
these widei' issues. We lielieve tliat the proposals we have made 
regarding steel will, if accepted, necessitate a very early inquiry 
into the machinery question, but in that case the cost of steel will 
be only one of the factor.s in the proVilem. Tor these reasons we 
have no projiosals to make at present regarding machinery, and all 
articles which under I he iirescnt tarilf are clas.sed as machinery 
will be unaffected, hiut before jias.sing from the suliject it seems 
desirahle that we should draw" attenlion to certain aspects of the 
case which are apt to be overlooked. 

132. In the arguments against protection for .steel which liave 
liecn placed before ns, it has usually been 
The ])rhiciijlc (J dis- ;i- sumed iliat higher import duties on raw 
!u™!ts1Sh'XnToihe necessarily entail higli protective duties 

tariff oil on all i'lasse.s ol inacliincry, and 


sfcel 

noccssarily entail 

higli protective duties 

on 

all classe.s 

0 

f machinery, and 

<ni 

that liasis 

it 

is easy to show 

wool 

Id bo jinj)osed 

on 

most ijidustrics. But 


in accordance w ith the principle of discriminating jirotection which 
lias been laid down for our guidance, all classes of machinery 
which are not mamifacLm'ed in India are excluded, and this eli¬ 
minates at the outset a great deal more than half of tlie machinery 
inqiorted. l ii tlie second place, so far as machinery is composed of 
materials other than steel, c.tj., brass or cast iron, or of special 
qualities of steel not produced in India, it i.? unaffected by the 
increase in the duties we have pruposcal. It follows that, even if 
as a result of iirotcction for steel, protection had to bo extended 
to tliose kinds of macltinery which are manufactured in India, a 
comparatively small increase in the duty might suffice to com¬ 
pensate for tlie higher cost of steel. Two illnsirations of the latter 
point may be given. 

133. Messrs. Burn and Company sup])lied ns with the following 
The n.st of .feel in n for the cost of a colliery winding 

winding enmae. engine ; 

lls. A. 

Pvpspiit fosi iji'iie of online ..... o.iM 8 

I'(ist of st(H'l iiialonul intTudin?: 10 ])er eont. duly as at 

■present. i:liar<;rd ....... 7^0 10 

Cost of steel material iiuludin!!'aai per I'CTd. duty . . S92 IJ 

Tlie extra cost of steel material line to this ineveaseit duty 

is therefore . .... 106 a 

'I'liis is cquiviilont to an ii erease in tlie cost of liiannfactnre 
of ......... 


3 per cent, 
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Tlic iiicieabed cost rebuitivi” frj)m our proposals will probably 
uot be more than Rs. iOO, or about two per cent, of the cost of the 
engine. In this ease cleatiy (he conipensating protection re<]nircd 
is not very lieavy. 


134. 'Phe second 

The et st t'f steel in jnle 
iiiachiiici'V, 


illustration is taken from jute machinery. 
I’lirce firms uiunufaeturing such inacJiincry 
came to our notice, of whom t\\o sent u.s 
written statements, and we also examined a 


representati\e ol' one of them orally. This gentleman (Mr. (.lombe 
of J'^airbairn, Ija.wson, (.’ombe and Barbour (India), Limited) sup 
plied ns at our retjuest with a statonent shoNving the various kinds 
of iron and steel which his firm required for tin* manufacture of 
jute machinery. The total <|uan(ity required for normal opeia- 
tion i.s 200 tons a year and the list is as follows : — 



L'ost i:. j. f. 
Cidf’utla 

(^uuutilio.' 


]ier Ion. 

toTlf:. 

(/) Urauhig- njlU''rs t>f (,lra'.viT.j:s uibI rovI«:;rs , 

11s. 

21 i 

[ii) Drawing and j'oUuuinir Toiler oi’ sydnninA'’:^ 
(wrought iron) . . . v . 

245 

aiq 

{iii) Fuller stcrl i'*>v dvjiwinu-.s mitl r.tviuj;:! , . 

100 

41 

(7'r) f^pindh* slot'! . , , . 

5'.'') 

tiO 

(r) jSjtedal free cutting slctd i'l);* . 

227 

•»‘i4 

(r?) Brigld'drawn 5*fjIks conujiercjiji 

\t)t given 

:iSi 


All these items cxceirt (//) and (c/i arc .steel of special (|ualifios 
and as .sneli will not be alfecied i)y tlu', sj)ocific duty of Rs. 40 a 
ton wdiicli we haY(' proposed for common steel bar. The wrouglit 
iron (item "'i js afso of a snpi'.rior qnalitv and will remain subjevi 
to the present tariff, while the bright drawni bar.s (item (rf' ) fall 
under the entry in the steel schedule “ JIar, galvanised, tinned', 
plaiushed, poli.shod or lead coated ” which W(' have left uncliangi'd 
But even if items (/;) and (r.o had become subject to the specific 
duties we lia\e proposed for common iron and steel bars, the increase 
in the firm's annual costs would have been only afiovit Rs. 1,600, 
about 2 per cent, of the cicsi (delivered at works) of all the iron 
and steel bar.s list'd bv flic firm for tlii' manid'actnre of jute mill 
machinery. 


135. W’e haw lliongiit il worlb while io give these illustratioiis 


Uitfli ijciiiortidii I'l 
stoel ill crrlain liiitl-! ' I 
lunchim'vv. 


al Icngili, because they bring out the point 
thill detailed enquiries arc necessaiw before 
the elVect of tin' steel larllT on macliiner>- 
costs can be ascertahu'd. Cases have also 


come to our notice in wliich certain articles now classed as machj- 
nery will be much more seriously affected by our prcqiosals. Tints, 
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for example, the cost of pit-head gears and towers for electric 
transmission lines—both of them structures of fabricated stool— 
will be iiKTeased to the Indian maimfacluier to jiiuch the same 
extent as bridgework. Again, common steel bars are used by some 
of the engineering firms for the manufacture of shafting, and here 
also costs W'ill go up substantially. But in general, very fevv cases 
were brought to our notice where the cost of machinery was likely 
to be lieavily enhanced by an increase in the steel duties. 


BK). In his written statement Air. Pilclier drew our attention 
• to the manufactuie of tea garden machiner}' 
L garden Maclniioiy. India and remarked that “at least one 


engineering concern, for long associated lionourably with the supply 
of tea manufacturing iiiaehiucry to the gardens, is threatened with 
hcavv loss on its Indian iiivestmeuls in the event of the imposition 


of a prohibitive tariff on steel We eiujuired from Air. Pilcher, 
during the course of liis oral examination, whether he could give us 
the name of the firm to wliicli he referred, but he explained that he 
w'as not at liberty to do so. No rciiresentalion was in fact made 
to us by any firm which specialises in the manufacture of tea garden 
machinery. During the cour.se of our stay in Palculia we visited 
the works of Messrs. Alarshall, Sons & Company (India) Ltd., an 
engineering firm which supplies a considerable quantity of 
machinei'y to the gardens. This firm did not, however, send us a 
written representation or request ns to take oral evidence. In 
these circumstances we can only infer that steel is not so important 
a factor in the cost of tea garden maclnncry a.s Mr. Pilcher w'as 
led to believe. 


137. We should have been glad if it had been possible to 
examine in detail tlie effect of increased 
BlleoUif iiroUctc nfcr ({niics oil .stcel Oil ul least the iirinciiial Indian 
Jntafh." industries. But this could not lie done satis¬ 

factorily except on the basis of in formal ion 
supplied by the industries themselves, and we have not laid the 
advantage ol examining witnes.^es who were in a po.sitioii to spealt 
with authority on their belialf. In September P.f23 we invited 
the Iiidian Miniug Association and the Indian Alining Pecle- 
ration to state tlieir views on tlic general (luestioii of protection 
for steel, but both bodies explained that they were unable 
to do so. Subsequently, liowever, tli'c Association sent 
us copies of the replies received to a - circular letter on the 
subject addressed to its members. The Indian Jute Alills Associa¬ 
tion sent ns a written representation on the fst December, bill 
explained that they did not wish to nominate any witness for oral 
examination. Air. Pilcher assured us in his written statement 
that there was complete unanimity among the promoters of the 
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tea industry in i-ebcuting a. ]>roliiljitive ihity on steel, but no coni- 
inunieation of any kind was received from the Indian Tea Associa¬ 
tion except ojt tlie quite subsidiary topic of llie ?-cinoval of tlic duty 
on svilpbnr. Coal, jute and tea are the princi])al industries hi the 
economic area of which Calcutta is the centre, and the Bengal 
Chamber of Commerce, wliich is the natural mouthpiece of the 
European commercial commimity in tliat area, gave empliatic 
expression lo the view tliaf protection for steel would be most 
detrimental to all of them. But unless those who am best ac(|Uaint- 
ed with the facts come lorwaril to .-^tato them, the. materials lor a 
full review of the position do not exist. \\ c cannot thcrelore 
attempt to deal with the subject in dolail. It may. however, be 
useful to say something regarding the iirobabic effect of oiir pro- 
po.sals on the jute industry in so far as flic data supplied in the 
letter fi'om the •Tulc iilills Assucialiou and lu ^Tr. Ihicber s written 
statement enable ns to do so. 


138. Tlie effect of our proposals on tlie cost of jute mill maebi- 
, , , tiers has already lieeii dealt with (paragrapn 

J’i-i above) and need not be referred to again, 
ft is mainly through the duties on strnetiiral 
steel that, the industry 'will be affected. ATr. I’llcber has 
given us figures for one important group of mills svhicli 
show that the original cost of the .steel worlc in the buildings 
amouut.s to 8'8 per cent, of the total block. This figure is in good 
agreement with another figure arrived at in a different way. The 
Association say Ifiat, so far as original construction and e(|uipn:ieut 
is concerned, 75 per cent, of the block expenditure is required for 
constructional steel, machiucry. engine.s and plant generally. 
Mr. Pilcher, on the other liand, states that the cirstom in the 
jute trade is to divide the value of mill block into two sliares—one- 
third of the outlay being assigned to buildings and two-thirds to 
machinery. The inference is that the value of the constructional 
steel on tlic average is one-iwclfth (8'3 per cent.) of the total hloek. 
On this liasis the figures work out as follows — 


I-’i'p-Nf ar oT ii m‘vv mill jjor Worn • . . . 

Pi'e-wai* cost of coiiBlrnctionul sled j>cr loom , 

Prcsofit. cost of coPstnutio)iul sted per loom (50 per cent. 

al)0\ 0 pro-wuL’ rates) . , . , , 

Duly on constnictiomil sited per Lwm at lO jicr coat. < 

Duly 0)1 coiistmctlo^iuT nUn*\ j.ior loom at 25 |.’ior eout 

Jncrcasol cost 1 )om tim* U) hig-hor duty on sled 


Rs. A. 

6 ,noo 0 

oOO U 

V50 0 
, /5 0 
187 8 
J12 8 


It will be .^con tliat the iiu.-reased cost per loom is Its. 112-8-0 which 
is El; per cent, of Mr. Ihlcherhs estimate of Es. 0,000 as ihc. total 
post-war cost per loom, and O’T per cent, of the .Association’s 
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figure of Rs. 16,000. If the latter figure is coro'ct, costs are now 
167 per cent, above pre-war rates, but \vhate\<'r the explaiiatiou 
of this abnormal increase may be, it cannot I c flue to tlie (•o.‘'i 
ol con.structional steel. 


160. Mr. Pilcher refer.s to the .anibition o!' the inclu.slry to 

Iiiorea.sed wist of new 'tt^hitaiii ii steady ten pci; cent, increase in 

construction in the jute the numltcv ot looms operating, and re- 

induatiy rcsultinsrfrom m.irks that iicw eonslniction should, thcre- 
our proposals. forc, givoii healthy conditions, lie i^aintained 

in the rcgioji of 4,400 looms per annum. On that basis 

tlie increased cost due to the liigher duties on constrnc- 
iional steel would ho ahoiii Rs. lakhs. An industry 
w}u(;h doubled itself every eight yeans wotild, liowever. 


he unusually pro.s|X'rous, and the more modest estimate 
of a five per cent, increase in the nnmlx'r of looms operating 
would mean an additional (‘ost on the capital side of only Tls. 24 
laklis annually. It does not seem likely that this would prove a 
\'ery severe handicap to the development of the industry. 

110. The ludiaTi Jute Mills Association estimate the amoiuit 
. ,. spent hv the mills per annum on imports of 

cxpc.nscsof the jute in- Steel and spare parts made ot steel is 

clustry resultins:from (inr about Ids. 47 lakhs, this iigurc being cnl- 
pruposaks. culated on the basis of the actual cxjiendi- 

ture on those accounts of several representative mills during the 
past three years. M least halt ibis expenditure must, we think, 
be incurred eithei' on articles which arc classed luacbiueiy, oi 
on steel of special qualities the duties ou wbicb will not ho raised. 
The expenditure alTectcd by our proposals may thercrore Ix' taken 
as Kb. 28 lakhs, of which Tls. 2‘06 lakhs rcpre.scnts the present 
10 per cent. duly. The new duties at 24 per cent, (bars are higher, 
and structriral shape.s, plates and sliects a good deal lower) would 
amount to Rs, (lAO lakhs and the increase in expenditure is 
Rs. 3-8I lakhs. It is possible that the jule, mill costs may he 
raised by the increased price of steel in other ways to which onr 
attention has not lieen drawn. Rut evtm if allowance is made 
for these, it does not seem likely that the cosl to the industry will 
he more than Rs. 5 lakhs aimually. .4.s there are 41 jute mill.s the 
incidence is about Rs. 10,000 a year pm’ mill. 


Ill In the last two paragraphs wo I'lave arrived at a figure of 
Ocnerd wmcluMcm rc- Hs 74 lakhs (Rs. 4 lakhs Working ^pense 

ttio batalon oit and R.s. 24 lakhs (^a]>it.al) as the additional 

industvios. burdcii jilaced on the jute industry by the 

increase in the duties on steel. The data supfdied to ns do not 


permit us to carry the calculation further, and it is possible that, 
if we had had the advantage of investigating the question in oral 
examination, we might have arrived at a different figure, whether 
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liighcr or lower. T5ut the <''tiinate of Ry. Ih Inkhs is not an un¬ 
reasonable one and is of the order wo should have expected. If 
!'■ is approximately correct, it seems a fair inference that, apart 
from the engineering firms, whieli are on a totally different footing, 
no one industry is likely to I)e saddled with an unduly heavy 
burden. In the absence of the necessary data, we cannot cal¬ 
culate the burden on other iiidnstries in a similar way and so work' 
np to the total burden upion all the main industries. Rut it is 
possible to approach the question from the other side. The total 
Imrden which has to he (lisfril>utod can be calculated approximately 
from the Trade Returns, and starting from thi,s end we can work 
downwards to an estimate of the share falling to the principal 
industries. It is from this point of view' that we shall approach 
the subject in our Second Report. The evidence we have obtained 
suggests geiK'i'allv that about one-third of the burden will fall on 
the Eailw:i,ys, other Government departments and public bodies, 
one-third or something less on tlie principal industries, and the 
lialancc on the minor Ijandicrafls and the general consumer. So 
far as we can judge, the burden will he widely diffused amd is not 
likely to press too heavily on any one section of the epmmnnitv. 

142. Our general conclusion regarding the cost to the country 
Probable cniisofineiices protection for steel has been indicated at 
of ces.iahon of sU.'ol the ond of the last paragraph. We have no 

manufiu'lure. desire, how-ever, to minimize the conse¬ 

quences of what we have propo.sed. I’rotection for steel involves 
a real burden on the comnninily and a temporary sacrffice in order 
to secure a^dvantages in tlie future. If we did not believe that the 
siicu'ificc was temporary and the advantages more than commen¬ 
surate. we slioidd liave had no proposals to lay before the Govern¬ 
ment of India. In so far as these advantages lie in the future, there 
is no need that v.e should dilate upon them here. They arise 
naturallv from the firm establishment of a great industry which is 
e.ssentia.l to national security and for which India possesses great 
natural resources. But it is w'orth while to consider briefly wdint 
the consequences would be if ])rotcction were withheld and the 
manufacture of steel in India were to e(*aHc. .\ large number of 
workmen would he thrown out of employment and the industrial 
training they have gained at .Tamshedpur w'onld be to a large 
extent wasted. A very serious blow wjould also be inflicted on the 
coal industry owing to the sudden drop in the demand for coal. 
These, however, arc not the most serious results. The develop¬ 
ment of India’s natural resources for steel maniifaetnrc would bo 
postponed indefinitelv, for we liavo no hope that, at the present 
level of prices, fresh rapital would he forthcoming or that another 
firm would enter the business. Finally, and this is the graves! 
consequence of all. the shock to public confidence in the future of 
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Indian industries would be extreme. It has long been recognised 
that the progress of industrial development in India will be slow 
until Indian capital is forthcoming in much more abundant measui'e 
than it has been in the past The complete collapse of the greatest 
single industrial enterprise in the country would put back the clock 
for twenty years at least. We do not claim that these considera¬ 
tions are dec’sive. But they are factors which must be taken into 
account in arriving at a decision on a momentous issue. 
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Suiiiinary. 

143. Before concluding this Eeport it is desirable that we should 
Summary. summarise the main conclusions at which we 

have arrived and the proposals w'e have made. 

(1) The Steel industrv satisfies the three conditions which the 
Fiscal Commission con.sidercd should be satisfied in ordinary cases 
by all industries before a claim to protection is entertained. It is 
also an essential industry for purposes of self-defence and of great 
importance on national grounds. It might therefore daira protection 
even if tlic ordinary conditions were not fully satisfied. 

(2) India possesses a great natural advantage for the manufac¬ 
ture of steel owing to the richness and abundance of the iron ore 
dejxisits and the comparatively short distance which separates them 
from the coalfields. 

(3) The quantities of coking coal available are sufficient for the 
requirements of the iiidustrj' for a ctentury or more unless its growth 
is unexpectedly rapid, and’tlic supplies of limestone and dolomite 
are ample. These materials are not equal in quality to those avail¬ 
able in some other countries, but they are good enough for their 
purpose and are not more expensive than elsewhere. 

(4) Most of the other raw materials required, and also the 
materials for refractory bricks, exist in India in sufficient quantities. 

(5) The Indian market for steel is already large and is likely to 
grow. In respect of labour India is at present at a disadvantage 
which will be removed as the workers acquire skill and experience. 

(6) At the present level of world prices steel manufacNj^ in 
India is.. 4 iarried on at a loss. Unless protection is given, there is no 
hope that it wall develop for many years to come, and there is a. 
serious danger that it may' cease altogether. 

(7) India already produces pig iron more cheaply than other 
countries and the possibility of producing steel of thoroughly sound 
quality has been proved. It has not hitherto been fonnd possible, 
however, to combine a high output with satisfactory quality. As 
soon as this has been done, the future of the Indian steel industry 
is assured. 


( 82 ) 
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(8) It is probable that the cost of steel production in India will 
fall substantially in the next three or four years, arid there is a 
reasonable assurance that at no very remote date Indian steel will 
be able to hold its own in competition with imported steel without 
protection. 

(9) The need for protedion is measured by the difference 
betw’ccn two prices— 

(tt) the price at which steel is likely to be imported info India 
from abroad, and 

{b) the price at whicli the Indian manufacturer can sell at a 
reasonable profit. 

(10) The prices at which steel is likely to enter India without 
duty have been found to be as follows :— 

I’er toil. 


1 

Pars 140 

Slructurut shapes, aiig-los, Leams, chainieis, etc. . . 146 

Kai’iS, 30 l bs. uiid over . . . . . . . . 14 J 

rialea, ordinary ........ 150 

Shoels, black ......... 200 

Slicels, galvanised ........ 300 


(11) Tiic average price which gives the Indian manufacturer 
a fair return on hhs (capital has been found to be Rs. 180 a ton. 

(12) Except in the case of sheets, the proposals made for the 
imposition of duties, or the grant of bounties, approximately bridge 
the difference between the two prices. If, owing to a fall in the 
price of imported steel, the duties no longer give adequate protec¬ 
tion, additional or off-setting duties should be imposed, and the 
Clovcrnmenl of India should take powers by legislation to impose 
such duties. 

(1.3) The oi>eration of the pro[)osals made is limited to a period 
of three years, both because of the uncertainty as to the future 
course of world prices, and the probability of a decided drop in the 
cost of production. A fre.sh enqiiirv will probably be necessary in 
1926-27. 

(14) The proposals made have, been so framed as to interfere 
as little as po.ssiblc with those kinds of steel which are not produced 
in India at present find are not likely to be produced for some time 
to come. 
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(15) It is proposed tliiit the following specific duties should be 


imposed ;— 


Fer ton 
Ri. 

S/ett . 

Structural sbaj> 08 , i.t. bcaiuh, ah^Iga, <*lia)ii «jU, elc. 


Ship, tank and bridi^c plalw 


Common merchant bars and rods 

40 

Light raiU (under ”0 lbs.) ..... 

■10 

Black sheets, whether jilain or corrugated 

30 

(xalvanisod lilicets, whether plain or corrugated 

45 

Wi ouqht irou — 

Angles, channels ...... 

20 

Common bars ....... 

3S 


(16) The necessity for imposing tariff duties on certain kinds 
of wrought iron arises from the fact that the commoner qualities 
can be used for many purposes for whicli steel is used, and would 
displace steel if there were an appreciable difference in tlie prices. 

(17) Iron and steel sections of superior qualities remain subject 
to the present tariff and will not be affected by the ne'w duties 
proposed. 

(18) It is pi'opo.sed to grant bounties on the juanul'acture of 
medium and heavy rails and fishplates according to the following 
scale :— 

Fcr ton. 

)!«. 


19^4-20.32 

1925- 21).26 

1926- 27.21) 


The present ad valonnn duty would be converted into a specific- 
duty of Ks. 14 a ton. 

(19) The grant of protection to the manuhictiirc of steel must 
necessarily increase the (tests of many branches of the engineering 
industry at a time when it is holding its own with difficulty in 
the face of intense competition from abroad. The adoption of 
the pro]X)aals made will necessitate an increase in the duty on 
fabricated steel to at least 20 per cent., and possibly to 25 jte)' 
cent, in .some cases. 


(20) The sacrifice which the country is asked to make in order 
to preserve the steel industry is teiiiporary and the advantages to 
be gained are nioic than commensurate. The burden on the con¬ 
sumer is likely to be widely diffused and is not likely to press witli 
undue severity on any one industry, or any one section of the 
commnnity. 

(1. RAINY, 


President. 


Cl. C. F. RAM8DEN, 
Secretary. 


P. P. GINWALA. 
V. G. KALE. 







AMEXURE. 


Report by Dr. Fox of the Geological Survey Department, 
on the Mineral Resources of India for a Domestic 
Steel Industry. 

1. Letter, dated 12th January 1924, from Dr. Pancoe, Directur, 
Geological Surrey of India, lo the Tariff Board foncarding 
Dr. Fox’s Report. 

1 have the honour to forsvurd under co\er extracts from a report 
by Dr. C. S. Fox, Officiating Superintciidc-nt, Geological Survey of 
India, on The Mineral Itesources of India for a Domestic Steel 
Industry I iiave not been able to check all Dr. Fox’s figures, 
but these seem to have been derived mostly from the Mineral 
Reviews and other publications of my Department. With his 
general views I am in close agreement. 

'2. The subject of the available supplies of coking coal in India 
IS, I understand, an important one from the point of view of the 
Tariff Board. Unfortunately, it is not only one on which very 
little information is available, but is also a ( 2 ueslion on which it 
ij extremely difficult to make definite statements. I will enlarge 
on tliese difficulties in the course of my attempt to give you sqme 
rough idea of what is known as to the amount of coking coal avail¬ 
able in India. 

3. To begin with the two most important coalfields, Raniganj 
and Jharia, our information of llicse is of the scantiest. It is 
impossible to make any reliable e.stimate without being able to 
correlate the various .seams in the fields, and this will not be 
possible until the area has been thoroughly and efficiently sur¬ 
veyed on a large scale. The Geological Survey of India have for a 
long time been fully alive to the necessity of .such a survey, and 
the necessary preliminary topographical survey is now in the pro¬ 
cess of being carried out on a scale of 4 inches to the mile. As soon 
as sheets of this topographical survey are availalile, a geological 
examination will be commenced and an endeaxonr made to cor¬ 
relate the seams and reach some reliable conclusion as to the 
(juantity of coking coal available in the two fields. 

4. In 1913, Sir Henry Hayden estimated that the reserves of 
first-class coal at depths up to about 1,000 feet in Raniganj and 
Jharia totalled something like 1,378 million metric tons. The 
Coalfields Committee in 1920 estimated that the Raniganj field 
contained 518 million tons of so-callcd “ first-class ” coal, and that 
the addition of the Jharia reserves would bring the total for the 
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two iieids up to iicarlv i.UUU million touii. It was thought by the 
Committee that an appreciable percentage of this might have been 
destroyed by intrusive igneous rock. During the same year in 
which the Coalfields Committee’s report was written, Mr. R. K. 
Simpson, Chief Inspector of Mines, assuvning that it was possible 
to work coal of a " superior quality ” to a depth of 1,500 f^et, or 
to a distance of 10,000 feet from the outcrop, came to the con¬ 
clusion that the tot.il (piantity of superior-quality coal in the Rani- 
gari] and Jharia fields totalled sometlhug like 1,868 millions of 
tons, after making an allowance for coal damaged by igneous in¬ 
trusion. Of tliis reserve Mr. Simpson estimated that not more 
than two-thirds would be suitable for the production of coke. 
Mr. Simpson’s figures would therefore lead ns to the assumption 
of a reserve of 1,242 million torm of coliimj coal. 

5. How' much of this f ,-242 million tons it would be possible to 
use under present economic conditions for metallurgical purposes, 
it would be difficult to say. The (juestion is an economic 
one. The higher the ash-percentago of the coke, the less effi¬ 
cient is that coke for metallurgical purposes. The ash-percentage 
of the coke thus alfe.ct.s the cost of production of pig iron and steel. 
Coke with a 20 per cent, ash content can, I believe, be used profit¬ 
ably under present conditions in India, but under dilfcrent econo¬ 
mic conditions it would no doubt be possible to utilize coke with 
a higher ash content. It is' perhaps worth pointing out that the 
I'.bovc-mcntioued 1,242 million tons of coking coal falls under the 
category of svi[)crior coal, and it seems therefore justifiable to 
tondude that the coke derived therefrom would ))c of a compara¬ 
tively high grade. 

6 . The next coalfield wc. may cou.sider is that of Giridili. Tins 
is a small field, containing a reserve which was estimated by 
Mr. Simpson in ]920 to consist of some 70 million tons of coal 
yielding a first-class coke. Most of the (firidih coal is owned by 
Government. Dr. Coggin Brown’s recent eslimale of the Giridih 
reserves comes to about 60 million tons. 

7. The Bokaro field is said to contain over 600 million tons (it 
coyliiiKj coal. 1 have very few reliable figures regarding this field, 
but the coke, on the whole, is hard and the ash-content somewhat 
high. Owing to the latter fact, it is a matter of present dispute 
as to wd'iether the ” rim-of-minc ” coal would at present be profit¬ 
ably ntilizable for metallnrgicjil purposes or not. Recent experi¬ 
ments, carried out by Mr. W. Randall, sliow that it is possible to 
clean the “ slack ” of the i)7'incipal Bokaro seam, the Kargali 
■seam, and produce a coal yielding a little over 14 per cent, of ash 
and therefore fit for the manufacture of a coke wliich (!ould be 
used at the present day for metallurgical purposes. The percent¬ 
age of " slack ’■ in an Indian coalfield averages about 13 per cent., 
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*0 that ill the Bokavo field there is at least i >' million tons of 
potential " slack ”, which, after Froth Flotation treatment, 
would yield a product cheap enougji and sufficiently suitable to 
be used for the preparation of a coke utilizalile under p’csent 
economic conditions for metallurgical purposes. B 3 ' breaking up 
the ‘‘ run-of-mine ” coal, successive fractions of wliat we may 
designate ” artificial slack ”, decreasing slightlx in quality, could 
bo obtained. In this xv’ay it is probable that a-' much as 30 per 
cent, of the output from the Kargali scam could lie used remunera¬ 
tively under present economic conditions for nietallurgical pur¬ 
poses. Under changed economic conditions it would no doubt be 
possible to make use of a large proportion of—perhaps all of— 
the ‘‘nm-of-mine” coal for the same purpose. The estimate of 600 
million tons is probably a con.scrvative one. Dr. Brown’s estimate 
is 650 milium tons from the Kargali seam alone. The other seams 
in Bokaro are small in comparison, and have so far yielded only an 
inferior grade of coke. Taking Dr. Brown’s figure of 6-50 million 
tons as covering any possibilities in these small seams, \vc may 
assume from the above considerations that by Froth Flotation 
treatment—xvhich, it is claimed, can be carried out [irofitably— 
iliere is 195 million tons of coal in. Bokaro capable of yielding a 
coke xvhich could be used under present conditions for metallurgi¬ 
cal purposes. Under different conditions, probably the whole 659 
million tons, after being cleaned, could be used. 

8 . So fur there have been no reports of the occurrence of coking 
coal in North Karanpura, and this field must be left out of the 
calculation. Of Soitth Karanpura we have very little more inform¬ 
ation. The coal from a Y(>ry limited number of tests yields a 
soft (;oke, but when mixed with a coking coal from Jharia, it is 
said to have produced a coke sujierior to th(> coke produced from 
.the Jharia coal alone. The precise significance of this is not 

understood, and it should, f tliink, not be concluded that the 
Karanpura coals ari' incapalfie of pi'oducing any first grade coke 
until further experiments have been made. It is not far from 
the Bokaro coal, and one would rather expect to find that some of 
it at least possesses good coking qualities. 

9 . Tjarge reserves of coking coal are knowir to occur in various 
parts of Assam, but cannot be used for metallurgical purposes 
until some means have been found to eliminate the large percent¬ 
age of sulphur (about 3 per cent.). 'J'he four fields of Makum. 
Namchik, Darangiri and Nazira contain over 2-50 million tons of 
coal within a few feet of the level of the plains. Bhould some 
methdd of removing this sulphur be discovered, all tin’s coal would 
yield a first-class coke with an unusually low ash percentage. 
Such a discovery would at the same time probably make it econo¬ 
mically possible to mine below the .surface, in which case the 
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a.mount available may be double or treble the above amount. It is un¬ 
fortunately separated by several large rivers and a considerable 
distance Iroui the iron-llelds and smelting works. 

10. The western parts of the large Sohagpur coalfield have been 
reported to show no coking coal, but a more recent authority state.s 
that part of the coal, which is of good quality, cokes well. Some 
of the coal in the south of the neighbouring Jbilmili field is said 
to have coking properties. 

11. The coals of the Central Provinces all seem to be nou- 
(ioking, and the -same may be .said regai'ding Talchir and Singjircni, 
and of the smaller Central India and Bihar fields such as Singrauli, 
Bamkola,,Ta+apani, Hutar, Karasia, Korea, etc. 

12. The figures quoted above regarding quantities of coking 
coal apply to what have been termed “ available supplies ”. It is 
impossible to make certain of what is prec.iscly intended by this 
term and whether it makes any allowance for waste in extraction. 
Mr. Trehearne Pees calculated that the proportion of coal recovered 
from Indian mines averaged about two-thirds of the total quantity 
piesent. It is probable that no allow'ance has been made for this 
in estimating “ available supplies ”, and it will be assumed that 
one-third of the available supplies will be wasted in extraction. 
The above results may now he. tabulated ns follows :— 

A. Amount of finally available coal capable of yielding, 
after cleaning treatment or otherwise, a coke utiliz- 
able profitably under present conditions for metallur¬ 
gical purposes. 


Ranicari and Jbaria 

. . . 1.242 million tons. 

Gividib 

60 „ 

Bf'kavo 

•. 195 

Other areas, say 

50 ., 


1.547 „ 

Deduct— ■one-third waste 

516 ,, 

Total finally iiv.ailab!e 

. 1,031 

B. .Amount of finally 

av'ailable coal capable of yieldinff. 

after treatment 

or otherwise, a less efficient coke for 

metallurgical purposes. 

Ranisanj and Jharia 

• ■ • . I,2^t2 million tons. 

Giridih, say . 

60 „ 

B' karn .... 

. 650 .. 

Other areas, say 

. 100 „ 


2,052 „ 

Derfwrt—one-third ■waste 

• 684 „ 


Total finally available. 
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To the iutlor total can be added i; of aay GUUi:=;dUU iiiilliou touk oi' 
Assam coal whicli woidd yield a first-class metallurgical coke, pro¬ 
vided some means ol' eliminating the sulphur were discovered and 
transport difficulties successi'uliy overcome, This gives a grand 
total of 1,708 millioiL tons of cokituj coal. 

Id. From the above remarks it will be clearly seen that the 
amount of available coking coal depends upon the grade of coke 
leqLiired, and the grade of coke deix.'nds upon economic factors, 
such as the market price of f)ig-iron, protective duties, etc. The 
supplies may ttlso be increased by judicious mixing. T need hardly 
point out that the figures quoted in this letter are nearly all rough 
approximations only, and may be half or double the true amounts. 
My opinion is, however, that a deficiency in one figure may be to 
a greater or Ic.ss extent l)alanced l,>y an e.xcess in another, and 
that the totals are, if anything, on the conservative side. The 
lianiganj and Jharia estimate may, for instance, be too large, but 
The Bokaro estimate and the nil figure for Karanpura are more 
likely to be too small. 1 think it is safe to coiudtide that, assum¬ 
ing 8 tons of coking coal to las necessary to produce tons of 
coke, there is enough coking coal in India to supply the iron and 
steel industry with 1 million tons of metallni'gical coke ]x'‘r annum 
for the next InO years at least. 


•2. Jlci>oii by Dr. Fo.r 

on the Mineral Resoarccs of India for a Do)ncstic Steel Industry. 

1 lane found it mo.si convenient to discuss the various mineral 
substances—so-called raw lUiiterials under the following' heads : — 

1. Iron Ore. 

•J. Coking Coal. 

M. Fluxes. 

1. Modifyijig Metals. 

Eefractory Mateiials. 

1. Iron Urns. 

It has long been known that India posses.sed valuable deposits 
of iron ore, but exactly bow valuable has only recently been 
[.roved. In crjn.sequence of investigations within the la.st twenty 
years it has been shown that India possesses extremely valuablr 
deposits of high grade iron ore which had not previously been in¬ 
cluded in the estimates of the world’s reserves, .\lrcady the names 
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.sliiyui'Liiunj, lioiiai and Keonjiiar are familiar in industrial circles 
and, in India, better known than the occuirences oi' Ijorrainc, 
Mesabi and Wabana. The chief types of iron ore in India wbieh 
have attracted attention are, magnetites, laterites, clay iron 
stones, and I'ematitc. Hematite enters into the composition ol 
the other tlireo tyiics and is in itself the most important class of 
ore now being worked in India. I propose to discuss tliem in 
the order named. 

MaejnetiU. —The latgesl deposits of magnetite, " estimated in 
thousands of millions of tons ” (see jtaper by Aloke Bose in the 
Journal of the Iron and rtteel institute, \'oi. LVXXXIX, 1914, 
pages 5'2fS-d':l2), occur in the Waleni di.strii't of Madras, " but the 
scarcity of fuel makes it impossible to work the deposits 
I'.n a large scale.” The principal occurrences are those of 
(1) (iodamalai, ' where tlie main bod has a)) average thickness 
of between af) and iOO feet, and foians preci[)ice.s several luindred 
feet bigli ” ibrocbure on ’ Iron Oie ’, lm])erial Alineral Be.sources 
Bureau); ('2) Thalaimalai-Kolimalai; (d) Singapatti and Singa- 
pnram; (d) Tbirtamalai; and (at Kanjamalai, where the two lowest 
li’eds measure 50 and nearly .100 feet respectively in thickness. 
'■ The total rpumtity of ore available is considered to be practically 
mexhaii.stiblc ”. Other valuable deposits occur in the Xellorc 
district and elsewhere lit the Madras Presidency. 

Lateritf .—These ores, whicii are normall.} hydrated o.\ide of 
iron frequently limoiiitic- and often bernatitic;, nearly always con¬ 
tain a[)j)roeiubl(! amounl.s of aiumiua (jtrhnary laterite) or silica 
(as (juart/ in deirital latcidie!. It is ditticuilt to give an adequate 
idea of the enormous <|uamilies of lliis cla.ss of ore in India. 
The latcvito' or(>s are of low grade and not particularly atlniclivc. 

Clay • 'Ilu'.-e ores are huajiably found inttu'bcdded 

among the eoal-beariug strata of the .Indian eoallields. They sel¬ 
dom prove to be earbonale ores and. allliougli ‘ blaekband ’ iron¬ 
stone often cceurs, the ore is distinctl} bemiititie in ebaraefer. 
The lu-st known oetuirrenee of Clay Ironstoni' in India is that of 
llie Ironstone sliale beds in tlie Ibniiganj ('oalfa'lil. where' it occurs 
as a stage between the Ikirkar and Ihiniganj beds. The ori' 
irsed in the Ikwakar Iron Works at Kniti during ;iS8y-i905 con¬ 
tained -IS much as 46 [H'r cent. Fc (iroiO. The analysis quoted 
being ;—-65 to 66 iter cent, feriic o,\idc, over 2-5 per cent, manga¬ 
nese o.\ide, iq) to 2 ])er cent, lime and magnt-sia, from 5 to 9 per 
cent, aluiniiia, 10 to 13 per cent, .silica, 10 to 12 per cent, com¬ 
bined water, -09 to -44 per cent, pijospbonis and a trace of siiljdiur. 
Since 1911 tliost? iron works Irivc discf)ntnuio<l using clav-iionstoiie 
ore and obtain their ore snp[)lies from flu; hematite deposits of 
Kolluin (Siiigbbluim) near Manbarjtur. Oceiurenees of clav-iron 
stone are knowji in the eoalfiolds of Tqiper .Xs.sain, of .\m'nnga 
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\Biha.r and Oi'issa), and elsewhere but it is unlikely these ores will 
be worked until the heinntito deposits of Singhblnim and Orissa 
af(', exhausted. 

Hematite. —I’orhaps the most valuable iron ores in India, at 
tile present time are the, hematite ores of Hinghbhuni and Orissa in 
what is known iis the ’ Iron Hell This tra.et extends from the 
deposits of (fnrnmaishini in Mavnrhhanj Btate westwards throngli 
the Keonjhiir and Bonai areas to the Subdivision of Kollian in 
Singhhhuni, Both in quality and quantity these ores are thought 
to exceed any other ores of the same kind, ineluding the great 
.\meriean oeeurrences of Minnesota. Wisconsin and Michigan. 

The quality of the ‘ Iron Belt ’ ores can he gauged from the 
following analysis ;—64-0 pw cent. Fe (iron), 
^ O-O.') per r-ent. manganese dioxide, ‘2T )icr 

cent, silica, O-Oo jier cent. phos[)horus, 0-002 per (-ent. sulphur, 
0-1/5 per cent, lime, O'lH per cent, magnesia and 1'2;'5 per cent, 
alumina. The above represents a bulk lot, sampled from the 
workings of the Bengal Iron Oompant'' (Barakar Iron Works) of 
Kulti at tlieir mines on Pansira and Bnda Buru TTills near 
Manharpnr on the Bengal Nagpur Baihvay. In analy.ses of ore 
from other deposits in the ‘ Iron Belt ’ the iron content often 
ranges up to 08 per cent. Apart from their high metal percentage 
these ores are notable for their low sulphur total which is never 
more than 0-0 per cent. The phospbonis percentage varies but 
averages 0-08 per cent. Mangano.se also varies—rarely more than 
I per cent, in the steely ores, it may equal the iron content in 
( crtain porous ores. 

Recent estimates of the hematites of the ‘ Iron Belt ’ as given 
liy Mr. H. C. .Tones of the Geological 
Ucservos. Survey of India are for ores (-.ontainiug not 

less than 00 per cent. Fe (iron), as follows:— 


Siuiihbiium Distri.-I 
Keniijliar Stato , 
Bonai State . 

Bonai or Kconjhar 'i 
Mayarbliaiij State , 


1,074 million tons. 
806 „ 

656 ,, 

230 „ 

16 „ 


Total “Iron Belt ” . 3,832 ,. 


Mr. E. Parsons cah-nlated that the proved quantity of 60 per 
cent, ore in the same area was not less than 3,000 million tons, 
while Mr. C. P. Perin goes so far as to say that in the quadrangle, 
400 miles east to west by 200 miles north to south (with Calcutta 
at the north east corner) there are 20,000 million tons of high grade 
ore at an average distance of 125 miles from the Bengal coalfields. 
It is thus seen that these ores alone will be more than sufficient for 
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the requireinejits of the Indian ironmaslets of 1928 for 1,000 years at 
(he projected output of ] ,500,000 tons of pig iron annually. 

OUier Heinalites .—In addition to the great hematite deposits of 
the ‘ Iron Belt ' there are also other valuable occurrences which 
call for mention—particularly those of the Central Provinces, 
Mysore and Kumaon. 

The occurrences of Lohara and Pipalgaon in the Chanda district 
and the deposits of Eajhara (Dondi-lohara) in the Drug district ar(? 
siiid to be the most imixrrtant hematite ores of the Central Pro¬ 
vinces. The Chanda ores average 61 to 67 per cent. Fe (iron), 1-5 
to ll'O'l per cent, silica, 0'012 per cent, sulphur, and O-OOo per 
cent, phosphorus. The Lohara de|X)sit constitutes a hill 600 
yards long, 200 yards wide and 120 feet high and has been traced 
for 21- miles An imKneeeccfnl ,,, 
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•2. Coking Coal. 

Want of tiuccoss lu liidiaii ii’ou work.s in the pa.st w as almost 
entirely due to lack of sufficient suitable fuel. The Barakar Iron 
Works is the only relatively old established enterprise which ha? 
succeeded, and owes its succe.ss to the discovery of seams of coking 
coal of fair quality in its vicinity. The future of the .Indian iron 
and steel industry' pivots on tlie ro.serves of coking coal available 
iu the Indian coalfields. TJoubts have been exprcs.sed as to the 
sufficiency of coking coal for a large domestic iron and steel industry. 
Ij has been previously' slated that the output of pig iron in India 
in 1928 may attain I,.500,000 tons adnually and would requii’e 
roughly 2,250,000 tons of Indian coke necessitating the expenditure 
of nearly 8 million tons of coking coal. The life of the hematite 
ore dc£X)sits w as calculated at ] ,000 year.s at the above output of 
1.500,000 tons of pig iron. This means that there .should be at 
least 8,000 million tons of coking coal capable of producing a good 
metallurgical coke. This (piantity of coking coal would smelt all 
the known reserves of hematite in the ' fron Belt ’ of Singhblium 
and Orissa at whaievei' rate of eonsumption the oi’e deposits might 
he used up. The estimate of 8,000 million tons of coking coal 
allows no margin for coal to lie used for a.uy other purpose but that 
of mamifacturing coke. 

Tile Minority Iteport of the. (.’oallields I'omniittee (1920, p. 80 
says that " India possesses enormous rc.servos of good quality coal, 
both coking and non-coking. In place of the 15 years life suggested 
above, I consider lliat in the recently jjrovcd [lortions of t.he Jhai'ia 
arul Baniganj fields and in tlie Bokaro and Karanpiira fields, to 
say nothing of those fields lying .still finlher to the west, we have 
at least 300 years supply of good quality fuel available.”. 

The Majority Tlepoii of the C'oalfields ('ommittee (1920) speak 
of the life of the fields as 15 years amt they say that ” it has been 
calculated that the Ihuiigaiij coalfield ali.)ne contains over twenty 
thousand million tons of coal of all kinds; most of this, however, is 
inferioi', and only 518 million tons have bemi estimated to fie of 
lietter, oi' so-called ” first class ” quality. The addition of the 
.Thai’ia. reserves of liigher grade coal would bring the estimates of 
the two fields up to nearly a thousand luillioii Ions, hut this figure 
inay need modification in view of the hirge quantities of cotil now 
known to liave been destroyed in both fields by intrusive igneous 
rocks, hhirtiier to the west the Bokaro field is said to contain over 
six hundred million tons of coking coal and it is possible that further 
reserves will he found in tlie Karaiipura field. Apart from fheso, 
the only ” other coking coal known to oircur in any quantity in 
fndia is that of .\ssam, the liigh sulphur content of which, however, 
lenders it unfit for metallurgical purposes. So far as we know 
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therelorc, India will be dependent lor her supplies ol luctallurgioal 
coke on the group of fields lying in the Daniiida Valley and including 
Iviiniganj and Jharia; and, althougli the total amount of coal that 
they contain is undoubtedly very large, the quantity available for 
coke luanufacture is strictly limited The above remarks point 
to an estimate of under 2,000 million tons of coking coal suitable 
I'cr metallurgical coke, and then with some doubt as to whether this 
is not an over-estimate- 

I find it impossible to arrive at any exact estimate regarding 
the reserves of coking coal in India, .\fter a careful perusal of the 
available literature and information on record in the office of the 
(Geological Survey of India flic following computations apjrear 
trust'worthy. 

Total Rcservea o] Coal uf all Grades .—The total Indian 
resources of coal of all classes and grades which arc thought to be 
both workable and available in the important coalfields of India 
are :— 


Oiriciili ...... 

do millitm 

ton 

Eanigaiij ...... 

. 21,000 .. 

,, 

.Tharia ... ... 

. 20,000 


Bokaro . .... 

1,620 „ 


Bauigavh .. 

:! „ 

J* 

Kar.xiipm'a, M. . . . . . 

. 8,000 ,, 


Karatipura, S. . . . . . 

. 76 ., 

• • 

Aunuisa . ..... 

20 „ 

>1 

Hutav ...... 

- !• 


Daltons^aiii ..... 

. y ., 


Rajiiialial ...... 

Talcliir ...... 

-MO „ 

>' 

tt ,. 


Tot.al Ijengnl and Biliar and (Jriiisa Coallields 

. 62,360 


.Mali am ...... 

90 .. 


NamchiL ...... 

no „ 


Danin RSfi'd ... 

76 ,, 

.s 

N'.idra ..... 

20 


'ifiUil t .Assam ( Wlliolds 

276 ,. 


Biitpma t'ii'lds ..... 

100 .. 

,, 

Chhattisgarli Ke^ino .... 

2(X> ,. 

,, 

WardliK Valley 

-too ,, 


Total (.‘nitml Provinces 

700 ,. 



In the above estimates, which total less than -54,000 million 
tons the percentage of good cjuality coking coal is barely o jx'r 
cent, (sec details below), but all our estimates are in the nature 
of guesse.s, and it i.? by no means certain if all the coal classed as 
good (piality coking coa-l is really coking coal at all. 
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Reserves of Good QualiLy Coking Coal .—In the absence of large 
scale maps of the various coalfields and in the almost entire lack of 
complete analyses of Indian coals, it is quite impossible to arrive at 
a reliable estimate of the quantities of coking coal. The following 
figures give an idea of the order of the reserves thought by several 
competent in^■estigators to exist in the dtief coalfields : — 


Oii'idih . 
RauigimJ 
■1 hario 

Bokaro* 
Kiu’anpurat . 

. 

. 45 millinn ton*. 

875 

. 400 .. 

360 

500 .. 

Total Damuda Vallej'7 

. 1 ( 1 / 1 —Upper Assam Coalfields . 

. 2,180 „ 

. 220 ., 



2,4(X) ,, 


As stated previou.sly, the amount of good quality coking coal 
necessary to smelt the iron ores of Siughbhum and Orissa should 
equal 3,000 million tons, whereas by doubtful calculations it appears 
oidy possible to locate 2,400 million tons as a total of good quality 
coal, Irrespective of its coking or non-coking quality. It is thus 
seen that the quantity of suitable fuel for an extensive iron and 
steel industry is limited. 

There is of course an enormous quantity of low grade coal, the 
estimates exceeding '30,000 million tons, but this material as found 
is unsuitable for the production of metallurgical coke. It is clear 
that if a very large expansion in the Indian iron and steel industry 
is to take, place the promoters of the projected exteirsions must keep 
iu mind the strictly limited quantity of coking coal in the Indian 
coalfields. 

Quality of Indian Coals.—lt is, I think, quite generally known 
that the best Indian coals are inferior to the average British coals. 
The coking coals of India appear to be characteristically high in 
phosphorus and moderately high in ash, judged by European and 
American standards. The phosphorus finds its way into the pig 
iron—not always to the advantage of the pig iron, although in some 
cases more phosphorus (as apatitef is added to produce a phosphoric 
pig suitable for foundries making light castings. The percentage 
of phosphorus in normal Indian pig iron necessitates the use of the 
relatively more expensive basic process in the production of steel. 
Another” disadvantage to the presence of phosphorus in the fuel 
appears to be that the ferro-manganese obtained from blast, furnaces 

*TlnR figure is prolialjly oonsidernHy too low. 

yXo report of the occurrence of coal yielding R Bret close coke in Kar.njipnro has yet 

close to JUT own figure, hnt doeenot ollctw for woete during extraction. 

S. H. P. 
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coutaius more than 0'3 per cent, phosphorus—the limit fixed hy 
European makers. 

Indian coals are geologically younger than the coals of Europe 
and America. in Assam coal occurs in bods of Tertiary age 
(Mdkuni and Nantchik) and in strata of Cretaceous age {Duranggin). 
The coal seams of Raniganj, Jharia and most of the tdondwana coal- 
bearing strata belong to the period homotaxially equivalent to 
the Permian system. The Giridih seams (Kliarharbari) wMch are 
known to produce the best coking coal in India, are of Upper 
Carboniferous age. The Indian coals, above mentioned, arc moi'c 
liable to spoirtaneons combustion than foreign Carboniferous coals, 
evidently because tliey suffer oxidation more readily when exposed 
to the air. 

Complete analyses of Indian coals are conspicuous by their 
absence, but so far as it is practicable to do .so I have tabulated a few 
of the usual ty]Des of analyses in the accompanying table. Sucli 
an arraingcment admittedly does not bring out the superior impor¬ 
tance of the Raniganj and Jharia coalfields, nor does it tndy express 
the composition of individual seams wdien several occur in the same 
field. An ideal table would give the average analysis of each scam 
in each field. Unfortunately it is not possible to attain this per¬ 
fection in the attached table. 














Aval^it* of Indian Coals —coneld. 


100 


ANNEXUHE 


-5 a a s 

o » p 
d 

r* » 

^ .2 -tJ •£■< o 
;P ^ o b:i o 


3 xstieaecccL-^ • ■ (re 

:5 s ° § 6 s-^ § § i eg; 

3 2H g X 8 O ^ S'S s S S 8 ® ( 

S « SrS 1>.9 fc-r 2 ■- 5 .2 ® X 4^ 

:tn3i:^ gw5.w '3^n:ti. 

*% cS er- W ci-H C£.iS 

'SaSg-Saio^^ . g. «Sg:sS‘' 

r! fl § © 2 .ti* iJ C5 '* t- 

:>2'"^§‘2-r^2S^2 '22?c5rt22^'l 

3;'c.2'< r S I 5*2 P."Z R « °E-<'a.2 ! 


§3 

o o 


•S.10)'>OIU j 


•uoq : 

•Jiio poxij i 


R i#_i « • 
o -s 5 

^ O 0/ 
^ XLh » 
<W R^ 5 
k o J 5 

fcj *£ . 'T 

c a: 

® •<-! cl — 
05a o'^ 


'5 

^ tr, © 


i‘o 

(3 B 

46 



r§ 

tc 

u 

a 




•5 

o 




s 



L-- 

CS 

yi 








eC 



d* 

S 


4tf 

«4 



PQ 








Talchir 44 Main Seam J 4-i'8 I 41*3 I 8*1 , 6*8 i ... \ ... NoD-cokiug .1 Hf SO*. 0*07 


ANNBXURB, 


101 



f;oal<3 are said to be 
different in etrnctnre 
to tlioso of the Damuda 
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3. Fluxes. 

The modeni blayt furuace process ol’ reducing iro)i ores luvoives 
the use of limestone as a necessary ingredient of the furnace charge. 
This substance, calcium carbonate, combines with the impurities 
in the ore and fuel and forms a molten slag. It is unnecessary to 
say that the limestone should be as pure as possible not less than 
'JO percentage CaGo . , and uniform in quality. In the absence of 
True liiiu'stoncs of higli quality it is often necessary to employ types 
c:ontaining appreciable amounts of magnesium carbonate. These 
Dolomitic limestones do not produce quite so fusible a slag and con¬ 
sequently involve somewhat higher temperatures in the furnace. 
The presence of a small percentage of carbonate of iron is not 
considered as an impurity but silica, alumina, phosphorus, and 
particularly sulphur are impurities wtiich should not exceed certain 
stipulated amounts. Sulphur is to be avoided in the furnace charge 
as it is never a desirable (amslituent in the metallurgy of iron and 
steel and invariably has to be removed from the metat by costly 
treatment. PhosphoruK is occasionally' added to the furnace charge, 
ui the form of the mineral Apatite, in order to produce a particularly 
fluid cast iron tor foundries making light castings. Silica is often 
desirable when there is an excess of alumina in the ingredients of the 
furnace charge, and vice versa alumina is |>ermissiblc if the cluvrge, 
usually the ore, is too rich in silica. Tlic object in employing 
limestone as a fi’ix is to obtain a calcium alumini\nn silicate slag 
of definite cc.'mposition and calculable melting point. 

Limestones .—Unfortunately most of the large occiiri'cnces ol 
rich limestones in India lie at distances exceeding 200 miles from 
the existing iron w'orks. The de[)osits nearer at hand have proved 
to be unattractive because of the inferior or irregular quality of the 
material. There is little doubt but that tlie Indian iron-masters 
are anxious to procure clicaj)er limestones of more uniform quality 
than they now' obtain. The Barakar Iron works first obtained their 
supplies locally from Panchet hill and PTansajjathar, they then 
appear to have mixed the local material with limestone from Maihar 
(Rewa), and now' their supplies come exclusively from the Bisra, 
Rourkela (Gangpur) area. Similar changes in source of supply 
has taken place in the case of the Jamshedpur (Sakchi) irojiw'orks, 
w'ho first got their limestone from Katni and now' operate their 
own quarries at Panposh (Gang|)iir) and obtain a dolomitic limestone 
from rocks of the same ago as those of Bisra and Roni lcela. The 
limestones of Rohtas (Bihar) although of good quality are not 
sufficiently attractive in price. The best material w'ould appear to 
be that of Assam but the freight places this material beyond the 
pockets of the ironworkers of Jamshedpur and Kulti. The question 
of limestone for fluxing purposes requires further investigation. 
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The occurrence between the villages of Devedag and Olherput on 
the eastern edge of the Auranga coalfield is recommended toi 
examination to the Indian iron masters. 
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Dolomilic lAmestones .—As seen in the table of Indian limestones 
the material from Panchet TTill is dolomitic in character. The 
Cuddapah limestones of Gangpur are interbedded with bands of 
dolomitic materials. It is from these beds that supplies of flux for 
Jamshedpur and Kulti are at present obtained—the former use 
dolomitic material, the latter use limestone. From private enqui¬ 
ries it would appear that the Indian Iron works are quite prepared 
to accept good quality limestone or dolomitic material with as much 
as 6 per cent. Silica if the price is reasonable. A massive occurrence 
of dolomitic limestone occurs in the Maila river half a mile east of 
Sathbarua (Palamau) which may be worth investigation. Other 
possible source of supply of dolomitic limestone, are in the Baxa 
Duars (Bengal) and the Marble Bocks area (Jabalpur, C. P.) but 
those dolomitic marbles are not attractive because of the distance. 

Flourspar .—Although several small occurrences of fluorspar are 
known in India no workable deposits have been proved. The Tata 
Iron and Steel Gompany endeavoured to exploit an occurrence of 
fluorspar at Barla in Kishengath State (Bajputana), but found that 
the quantity available was not attractu'e and the cost of working 
made the domestic material more expensive than imported fluorspar. 
The imported quantities are said to average 400 tons annually, 
so that these supplies will have to be augmented in future if the 
Indian steel industry expands. 

4. Modipyino Metals. 

Manqanese .—Manganese is added to steel in the form of alloys 
of iron known as Spieqdetsen (20 to .30 per cent. Mn.) made from 
low grade ores, and Ferro-manaanese (70 to 80 per cent. Mn.) 
requiring high grade ores. The average Indian production of 
manganese ore, 600,000 tons per annum, is roughly half of the 
annual world’s output. It is estimated that 90 per cent, of the 
world’s output of manganese ore is consumed in the preparation of 
spie'Teleiscn and ‘ ferro ’ for the steel industrv. Of the Indian nro- 
duction perhaps a twentieth part is at most utilized in the domestic 
steel industrv. From these remarks it would appear that the 
demands of the Indian steel makers for manganese ore could be 
met and almost forgotten by the prodticers of manganese ore in 
India. 

Silicon .—There should be no difRculty in obtaining supplies of 
quartz for the preparation of ferro-silicon. The quality of the raw 
material should have approximatelv the following composition ; 
silica. 98 per cent., lime and magnesia, each not to exceed 2 per 
cent., phosphorus and araonic to be nil. Iron oxide i^; not eonsi- 
dered as an impuritv. The onartz rock now being used at Fumar- 
dbabi for making^silica bricks is.of this quality. 
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5. Eefhactoky Materials. 

Chromite .—Chromite or chromium ore is bemg worked in India 
ill the vicinity of the Zhob and Pishcn valleys in Baluchistan; in 
the Kadakola and other districts of Mysore State; and near Chai- 
bassa in Singhbhum (Bihar and Orissa). The -Tiverage run of 
chromite used for refractory purposes in the manufacture of chromite 
(or so-called chrome) bricks carries from 38 to 45 per cent, of cliromic 
oxide. Much of the Indian material is of higher grade (over 52 
per cent. Cr - Oo ). So far as I know Chrome bricks are not now 
being made in India although the Tata Iron and Steel Company are 
said to have made some during past years. No details are available 
showing the irnpoi'ts of clirome bricks but it is known that these 
bricks are used as a neutral lining in the basic steel furnaces at 
Jamshedpur. There are no details regarding the reserves pf chro¬ 
mite in India and practically all the pi’odiiction is being exported. 

Fire-clays .—The ceramic works of Eaniganj, Kumardhnbi, and 
Jabalpur arc well known, but the deposits and beds of fire-clays 
throughout the country have not been investigated in a comprehen¬ 
sive manner. It is therefore impossible to give any correct idea 
0 ^ the quantities and qualities of the various kinds of clays w’hich 
constitute fire-clays. The demand for Indian-made fire-clays in 
the iron and steel industry is small so that there lias been no 
incentive towards exploitation. It is known that very large quan¬ 
tities of good quality material are available but the preference for 
well-known brands of British fire-bricks persists to such an extent 
that on an average 3 million fire-bricks valued at Rs. 9 lakhs are 
imported annually. It is thus evident that there is scope for deve¬ 
lopment and the Indian manufacturer appears to have a fair field 
for a satisfactory fire-brick. 

Gannister .—The name truly applies to a silica refractory with 
a bonding material of fire-clay. Similarly Dinas bricks refer to 
silica bricks with lime as a binder. Both types therefore fall under 
the category of Silica discussed below. 

Magnesite .—The Chalk Hills of the Salem district (Madras) 
contain the most valuable Indian deposits of magnesite. There 
are other occnrrences, i.e., those of Mysore, Baluchistan, Rajputana 
and elsewhere which have also been worked. Practically all the 
Indian production of magnesite over 19,000 tons (valued at 
Rs. 2,40,000) in 1922, was exported. The reserves of this material 
in the Salem district alone are considered as being almost unlimited. 
The United States are said to consume over 200,000 tons of 
magnesite annuallv for refractory purposes. It makes a basic lining 
in steel furnaces treating phosphoric pig iron, 
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Silica .—The manufacture of excellent silica bricks is one of the 
features of the output of the Kumardhubi fire-clay and Silica works. 
The raw material they use is a beautiful saccharoidal quartzite 
obtained from the Kharakpur Hills of Monghyr. Material of a 
similar nature is reported to occur in Tlajgir Hills near Gaya. The 
numerous occurrences of clean quartz or quartzite of Naini near 
Allahabad and elsewhere which have been found suitable for the 
manufacture of glass are equally suitable for the preparation of the 
highest quality silica bricks. Unfortunately this massivennatcrial 
has to be crushed and sieved but by so doing certain advantages are 
gained ; the graded products are available for different purposes. 

The supplies of quartz, quartzite and quartz sands of good 
quality within reasonable distance of the Damuda coalfields are very 
large. The specifications of quartzite suitable for the manufacture 
of silica bricks are upwards of 98 per cent, silica, less than 2 per 
cent, ferric oxide, and less than O'S per cent, alkalies. These 
requirements should easily be fulfilled by the materials available 
in almost every province in India, and in quantities so large that 
no fear need be entertained as to supplies for the future. 

From all that has been said with regard to the domestic 
resources of refractory materials it may be inferred that India is 
well supplied in these sirbstanccs. The reserves are enough to meet 
almost any conceivable domestic demand. At the present time 
these materials are either being exported or are being developed on 
a negligible scale. Much remains to be done to encourage the 
exploitation of these materials. 
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Second Report of the Indian Tariff Board regarding 
the grant of protection to the Steel Industry. 


CHAPTER 1. 

Introductory. 

In paragraph 3 of our First Report to the Government of India 

, we indicated that our recommendations regard- 

introductory. _ 

(a) The engineering industry, 

(h) The subsidiary iudtistries, and 

(c^ The railway wagon and locomotive industries 

would be submitted later. In accordance with that undertaking 
we now submit our Second Report. In this report we shall submit 
our recommendations regarding the following industries: — 

(i) Engineering 
(n) Wagon building. 

(ui) Tinplate. 

(re) Wire and Wire nails. 

(v) Agricultural Implements. 

We have also examined specially the circumstances affecting the 
construction in India of railway locomotives, the production of steel 
castings and the manufacture of enamelled ware. But we have 
no proposals to make at present for the grant of protection to these 
industries. 

2. We have attached to this Report the following annexures: — 

Aiine.xuies. 

Annexure A .—A revised draft of those portions of the Tariff 
Schedule affected by our recommendations both in this Report and 
in the First Report. The changes made are explained in a note 
attached to the revised schedule. 

Annexure B .—A note examining the burden on the consumer 
which our proposals entail and explaining their probable effect on 
the Customs Revenue. This note has been prepared on the lines 
indicated in paragraph 141 of our First Report. The object in 
view has been to arrive at a maximum estimate of the burden on 
the consumer, and a conservative estimate of the increase in the 
Customs Revijnuo. Exact calculations are impossible on the 
materials available, and conjecture necessarily plays a large part. 
But we believe the results arrived at furnish a reasonably accurate 
forecast of the probable effect of our proposals. 
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The Engineering Industry. 

3. We have ut^ed the term “ engineering " to cover the opera¬ 

tions of a number of firms who manufacture a 
Explanation of the j^j variety of articles of iron and steel and 

term Lngineeruig, 

only in so far as steel is the raw material employed that the finish¬ 
ed products come within the scope of our enquiry. In a broad 
sense it might be held that the manufacture of steel is completed 
when the impurities in the pig iron have been removed in the steel 
furnaces, and that all subsequent processes, by which the raw steel 
is adapted for the uses to which it is ultimately to be put, are 
covered by the term “ engineering.” We do not, liowev®r, use 
the.w’ord in so wide n sense. 'I'he rolling of the steel ingots into 
convenient shapes and sizes is almost invariably carried out in the 
same works in which the pig iron is converted into steel. This 
is in fact done at Jamshedpur and we have dealt with the 
subject in our Fir.st Report. On the other hand, where the raw 
steel is finished by forging and not b}' rolling, it is for our pur¬ 
poses an engineering proees.s, though not a very important one 
in India at present. The grounds for the distinction are practical 
and not theoretical, and oonsi.st mainly in this that steel is rolled 
by the firm which makes it but forged 'liy other firms. Apart from 
forging the term ” engineering ” m.ay be held to cover all processes 
of fabrication such as bending, machining, drilling, rivetting, etc., 
by which.rolled steel is adapted tor its final purpose. Where, how¬ 
ever, firms have specialised in the manufacture of one particular 
article, or of a particular cla.ss of articles, and have submitted 
represenlations to us, we huA'e dealt with them separately. Here 
again the distinction is pxrrnly a matter of practical convenience. 
The manufacture of wagons, for example, is an engineering process 
and, until very recently, no private firm in India had specialised 
in this direction. But the production of railway wagons in/India 
raises issues of a special hind and one firm (The Indian Standard 
Wagon Company) has now been established which does not under¬ 
take other kinds of w'ork. This branch of tho subject cannot 
conveniently be treated under the head “ engineering.” 

4. The industry, as has already been said, covers a wide variety 

of prodixcts from the manufacture of small 
Mam branches of t)olts and iiut.s to the Construction of the largest 
railway bridges. JSo exhaustive enumeration 
is possible, but for practical purposes, the products with wiiich we 
are concerned fall under the following heads:—■ 

(1) Bridges and girder work. 

(2) Buildings, stagings, trestles, Jetties, etc 

( " ) 
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(t*?) Tank* r oil and water. 

(4) Well c rbs. 

(5) Chimneys. 

(6) Certain vehicles, viz., colliery tubs and tipping wagons. 

(7) Eivor steamers, tugs, flats, barges, boats and pontoons. 

(8) Certain kinds of machinery. 

(9) Miscellaneous articles such as switches and crossings, dog 

spikes and tie bars. 

For the most part the steel which is used for the nianufacture of 
these articles consists of the rolled sections which are, or will be, 
produced at Jamshedpur, including plates, structural sections such 
as beams, angles and channels and—to a lesser extent—bars and 
sheets. Essentially they fall under the head of fabricated steel. 

5. The views of the engineering firms were 
Proposals of tha placed before us in a written repre.seutation b 
Association. the Indian Engineering Association of which 

most of them are members. It was stated: — 

“ (a) That if the Tariff Board find that the steel-making inr 
dustry requires protection, stich protection should take Ihe form of 
bounties rather than of import duties; 

“ (6) That the engineering indirstries should preferably ha 
encouraged and protected by guaranteed Government orders at 
competitive Indian prices rather than by import duties or by 
bounties; but— 

“ (c) That if State aid in this form cannot be given, then the 
engineering industries should bo protected by import duties, or 
by bounties, to precisely the same extent as the stoei-maklng 
industry is protected.” 

For the reasons given in our First Report we have recommended that 
protective duties should be placed on most fonns of rolled steel- 
produced in India, and except in the ease of rails wo were unable 
to propose the grant of bounties. Nor can we recommend the 
method of fostering the engineering industry which the Associa¬ 
tion prefer. The placing of orders for Government work by lender 
in India only must, in so far as it attains its object, result in the 
payment of higher prices, and the extra payments thus made are 
bounties in everything but name. Under this system, moreover, 
the greater part of the assistance given wogld be at the expense of 
the Railwa 3 ^s, and since the Company-managed Railways are not 
subject to the ordinary rules in such matters, this would mean 
the State Railways. Finally, the practical difficulties in the way 
of guaranteeing orders every year for a certain quantity of fabri¬ 
cated steel are great, if not insuperable. For these reasons w'e dp 
not think that a system of guaranteed Government orders offers 
any real solution of the problem. 
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G. We have then to deal with the question on the basis that the 
Compensating pro- cost of steel—t)ie uiost important raw material 
tectiun and substan- of the engineering indusiiy—will be raised by 
live protection. imposition of protective duties, and in 

these circumstances such assistance as the engineering industry 
requires must be given in the same form. To work out any .system 
of bounties for the varied products cl the industry would in any case 
be extremely difficult, and is, for financial rea-sons, at pre.sent im¬ 
practicable. The Association proposed that, failing the alternatives 
they preferred, the engineering industries should be protected “ to 
precisely the same extent as the steel industry is protected.” This 
ph rase, however, is ambiguous, and here there is an important 
point to he cleared up. The additional duties on unfabricated 
steel must directly raise the costs of the engineering firms by a 
certain amnuiit, and it would be possible, within certain 
limits, to determine by inve.stigation what these amounts 
would he in the case of each product. If the import duties on 
fahi'icatcd steel were raised by precisely these amounts, the protec¬ 
tion given would he what is somerimes called ” compensating ” 
protection. The engineering firms would then be no wor.se off than 
they are at present as regards meeting foreign competition, but 
they would be no better oil. Jf, however, the Association meant, 
as they probably did mean, that the, import duties on fabricated 
steel should be at a])proximately the same rates nd valorem as the 
duties on unfahricated steel, their proposal involves the grant of 
substantive protection to the engitieeriiig industry apart from the 
cost of its raw materials. It is clear from the evidence we have 
taken that compensating protection is nece,ssary in the case of most 
of the engineering products, and the main question is whether 
something more i.s required, and, if so, what the amount 
should be. This question must, we think, be handled on broad 
lines. 


7. We pointed out in paragraph 120 of our First Report that the 
manufacture of raw steel and its fabrication 


The fabrication of 
eteel - an essential p.art 
of in.aiiufacture. 


were iusepai’ably connected aud must stand or 
fall together, and that the market for the sale 
of the steel made at Jam.shedpur depended on 


the existence of the engineering industry. This aspect of the case 
is of first class importance. The engineering firms have been 
doing valuable work for the country for many years, but so long 
as they had to import their steel from abroad, they could not take 
root deeply and had no special claim to assistance or encouragement 
from the State. But the position is entirely altered if once it is 
decided that the manufacture of steel iu India should he fostered. 
Fabrication is one of the processes to which the Indian^ raw mate¬ 
rials must be subjected before they can be used, and it is therefore 
an essential part of the manufacture of steel. The encouragement 
of engineering work iu India provides an indirect, but -mmediate, 
stimulus to the production of raw steel, and, since economical pro¬ 
duction depends on a high output, tends eventuall3’ to lower the 
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coat of production. It is from this point of view that we have 
approached the question. 


8. It is because the fabrication of steel' is not separable from 
, , its manufacture in the narrow sense that we 

industry ®ufuT"'to W not thought it necessary to discuss the 
Indian conditions. question whether it lulnls the conditions laid 

down by the J!’i.scal Commission. What we 
have said in our First Report on that subject really covers the 
ground. It will suffice to point out that the industry has maintained 
itself in India for many years (some of the tirins are more than a 
hundred years old) in spite of the disadvantage of having to Import 
most of its raw materials from abroad. The Association numners 
more than forty firms amongst its members, and Mr. Cameron, its 
Chairman, when giving oral evidence estimati'd that the capital 
invested was about Rs. 12 crores (£8 million sterling). TJierc are 
also smaller firms which are not members of the Association, and 
the total number of men employed in all classes of engineering 
works is about 75,000. It is in this industry also that Indians can 
most readily obtain the technical training which is indispfmsable 
to the industrial development of the country. In every respect it 
seems suited to Indian conditions, and the need for protection is 
purely temporary. 

We have not succeeded in obtaining so much information 
as wc desired regarding the cost of production 

Evidence as >■“ Pf"' of fabricated steel in this countrv. For this 
auction costs some* • .1 mi m . v 

what scanty. there is iiioro than one reason. Ihe lata iron 

and Steel Company, being the only manu¬ 
facturer of rolled steel in India, could afford to make public all 
the facts. The engineering firms, on the other hand, have many 
competitors in India and are naturally reluctant to disclose in 
public information which might he inseful to their rivals. The 
immense variety of products which a single firm may turn out 
gives rise to further difficulties. 'I'he products of fabrication are 
not standardised, and it is impossible, for example, to say what the 
cost of hridgework is per ton. Within limits, every bridge is 
a special case and only average figures are possihlor Again, the 
accounts of a firm may be kept in a form which does not readily 
permit the extraction of the kind of detail which, for our purposes, 
was desirable, and occasionally there may have been a tendency 
to over.stato costs. For all these reasons we cannot attempt to 
examine the cost of production in the engineeT-ing industry in 
detail as was possible in the case of the Tata Iron and Steel 
Company. Such figures as we have been able to obtain serve 
father as illustrations of the argument than as its foundation. 


10. In paragraph 4 we enumerated the principal rrroducts of 
the engineering industry with which we had 

liaiffes, etc., (8) Machinery and (9) ^Iir.ccllane- 
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ous can best be taken separately. Tbe first six fall naturally into 
two groups : —^ 

I (1) Ilridges and (2) IV.iildings where the steel used consists 
principally of structural shapes, such as beams, angles, 
channels, and 

II (3) Tanks, (4) Well curbs, (5) Chimneys and (fi) Coal tubs 
and Tipping Wagons, wJiere steel plates are an import¬ 
ant, or even the principal, raw material. 


11. The evidence we have received makes it clear that it is in 


Bridgework 

Buildings. 


^ the ease of hr id ire work and buildings that 
““ foreign competition is keenest, and Indian 
firms find it most difficult to hold their own. 


Nearly all the specific instances of undercutting from abroad which 
were given were for bridgework, but witnesses also mentioned the 
competition in buildings, and since there is no appreciable difierence 
in tbe kind of material used or the work done, the two cases are 


not distinguishable. Throe instances of the 2 iT’ice at which fabri¬ 
cated structural steel is entering India may be quoted. Messrs, 
llichardson and Cruddas of Bombay mentioned a case in which 
fabricated bridgework was imported into this country in June 1922 
at a price of 11s. 2-.i0 per ton c.i.f. Bombay. If Jis. 10 be added 
for landing and wharfage, tbe landed jirice is Hs. 240 a ton without 
duty. Again Messrs. Burn and Comjiany gave an instance in 
which bridgework was landed at a cost, including duty, of Its. 286 
per ton. Deducting the duty, the c.i.f. landed price in India 
works out at about Us. 2G0. Finally, Messrs. Jessop and Company 
mentioned a case in which a tender for bridgework was accepted 
at Ils. 284 per ton landed, including duty. If the duty once more 
be deducted, the lauded cost is Us. 258 per ton. We think these 
throe cases are sufficient to .show that fahriciated structural steel 
is being imjiorted at an average price in the neighbourhood of 
lis. 250 a toji. On that ba.sis, the present oil valorem duty may be 
taken at Us. 25 on the average. 


12. After examining tlie evidence as to foreign competition, we 
Proprjsed duty on recommend that the duty on fabricated 
fabricated structural Structural steel should he raised from 10 
to 25 per cent. So long as the manu¬ 
facture of raw steel in India is the monopoly of a single 
firm and all competition is from abroad, prices are likely 
to be raised by the full amount of any additional duty, 
which may ho imposed. But in the engineering industry the 
circumstances are quite different. There are many firms engaged 
in the same kind of work, and internal competition is likely to keep 
prices down. Thus, for example, Messrs. Richardson and Cruddas 
of Bombay informed us that, when tendering for the construction 
of mill buildings, they had to meet competition from the Calcutta 
engineering firms. There is also the possibility that, if the prices 
of fabricated steel ro.se beyond certain limits, it might be replaced 
for particular purposes by other Indian materials, such as timber. 
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east iron, masoniy or reinforced concrete. It is quite possible, 
therefore, that the price of fabricated steel will not increase to the 
full extent of the duty. We have taken this factor into account 
in proposing a higher rate of duty on fabricated steel than we 
have proposed for unfabricated structural shapes (Rs. 30 a ton, or 
a little more than 20 per cent.). We think that, in the existing 
circumstances, the proposal is justified by.the need of making certain 
that the market for raw steel produced in India is fully secured. 
But in the case of bridgework and buildings, at any rate, we 
believe that the protection accorded to the fabricating industry is 
not more than sufficient to make up the difference between internal 
and imported prices. 


13. It may bo u.seful to examine the question, so far as evidence 
Pr.ii'tic.il effect of permits, how the ad valorem duty would 
the proposed duty of operate in the case of fabricated structural 
25 per .cent, on fabri- steel .such as is being imported at Rs. 2t50 a ton. 

A number ot farms at our request furnished us 
with figures giving the proportion of the co.st of the raw steel to the 


total cost of the finished work. The percentages given vary, but for 
the kind of steel we are considering the average was about 60 per 
cent. The prices at which unfabricated .structural shapes are likely 
to be imported without duty we have estimated in our First Report 
to bo Rs. 145 a ton, but thi.s must be raised by 10 per cent, to cover 
the present duty, and again by tlie .same percentage to cover the 
wastage of material which occurs in the process of fabrication. 
The cost of the unfabricated steel is therefore Rs. 176 at present, 
and the cost of fabrication (40 per cent, of the total) is approxi¬ 
mately Rs. 117, the total cost being Rs. 293 a ton. When the new 
duty of 25 per cent, is imposed, the calculation will bo modified 
as follows: — 

Rs. 

Co.st of the unfabricated steel (1 1/10 tons) without 
duty.160 


Add duty at Rs. 30 a ton 


33 


Total cost of unfabricated steel . . . .193 

Cost of fabrication ....... 117 


Total cost of fabricated steel per ton 


310 


We have estimated that imported fabricated steel is likely to 
enter India without duty at Hs. 250 a ton, and the 25 per cent, 
duty will raise the price to Rs. 312 a ton. Out of the duty of 
Rs. 62 a ton, Rs. 33 merely compensates for the duty on the 
unfabricated steel. The balance (Rs. 29) is the measure of the 
protection given to the fabricating industry. 

14. We should have preferred, if it had been possible, to recom¬ 
mend the adoption of a specific duty or duties 

valorem 

not specific duty. duty. Wo have not been able, how-over, to 

obtain figures for a sufficient iiumbOT- of pro- 
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duots. As we have already pointed out, fabricated steel cannot be 
standardised in the same way as unfabricated steel, and these are 
no market quotations from which the general level of prices can be 
readily ascertained. The cost of fabricated steel is necessarily 
determined by the amount and kind of fabrication which has to 
be done, and this may vary, not only between one class of product 
and another, but also between different products of the same class. 
Were we to propose the imposition of a .specific duty it would 
necessarily be based on some average figure, and it would be 
difficult to foi'ecast how it would work out in an 5 ’^ particular case. 

15. We turn now to tbo.se classes of fabricated steel which we 

Fabricated steel in grouped together on the ground that 

which steel plates are in their manufacture steel plates are an 
an important or the important, or even the principal, raw material, 
principal i-aw material. Xhey are_ 

Tanks. 

Well Curbs. 

Chimneys. 

Colliery Tubs and Tipping Wagons. 

The first three are at jiresent .subject to a 10 per cent, duty ad 
valorem, hut the coal tubs and the tipping wagons are classed .as 
vehicie.s and are subject to a duty of 15 per cent. In tlie case ot 
colliery tubs cotupetition from abroad seems to be as keen as in 
the case of fabricated steel, but in the case of the other classes 
the evidence leads us to think that competition is less severe. We 
have considered whether there are sufficient grounds for discri¬ 
minating between this class on the one hand, and hridgework and 
building's on the other, and imposing a lower rate of duty on the 
former. On the whole, however, we do not think this is advisable. 
The Indian market for plates is a limited one and it is here that 
the Indian manul'acturer of steel will have mo.st difficulty in selling 
the unfabricated steel. For this reason it is important that, as 
far as possible, the fabrication of plates in India should be 
encouraged. 

16. A considerable nuiiihor of stoamors, tugs, fiats, barges, etc., 

are manufactured at pre.scut principally at 
' Calcutta and in llangooii. The evidence we 

have taken .sugge.sts that in this branch of manufacture the 
engineering firms have little to fear from foreign competition, and 
no serious complaints have been made. This may be due to the 
fact that the component parts of these vessels are bulky in 
proportion to tbeir weight, and the freight payable on 
imported materials is therefore higher than in the case 
of ordinary structural steel. In effect, therefore, these 
products enjoy a certain degree of natural protection. 
We are not satisfied that there are sufficient reasons at 
present for raising the 10 per cent, ad valorem duty in the case 
of vessels of this kind. It is possible of course that, with the 
increased cost of unfabricated steel, jirices may rise to a level 
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at wliich tlie foreign manufacturer would find it possible to compete. 
But there is no real evidence at present that the risk is great 
or imminent, and we think the danger we have referred to must 
be dealt with specially when it arises. 

17. In paragraphs 131—136 of our First Eeport we have referred 

to the question of the manufacture of raachi- 
Machmery. India and the possible consequences 

in this connection of the proposed duties on unfabricated steel. 
We do not propose to go into the matter a train, and it will sutlice 
to repeat that the manufacture of certain kinds of machinery 
will be affected, and that an early enquiry is desirable. 

18. The only articles in this class to which we have not referred 

are switches and crossings, spikes and tie 
Miscellaneous articles. bars. All of these are railway materials 


and are manufactured by some of the engineer¬ 
ing firms. We propose that switches and crossings, which are 
substantially fabricated steel, should become subject to the same 
rate of duty— 2o per cent.—as we have proposed for other fabri¬ 
cated steel. In the case of spikes and tie bars we propose the same 
specific duty—Bs. 40 a ton—as we have proposed for steel bars in 
our First Eeport. 

19. The proposals we have made in connection with the engi- 
„ ncering industry may bo summarised as 

Summary. follows":- 

(1) 25 PCT cent, ad valorem duty on fabricated steel generally, 

but excluding (a) steamers, launches, barges, flats, 
boats and other vessels, and {h) all vehicles except 
colli(!ry tubs and tipping wagons. 

(2) 25 per cent, ad valorem on switches and crossings. 

(3) A specific duty of Rs. 40 a ton on spikes and tie bars. 



CHAPTER in. 


The Wagon Building Industry. 

20. We shall attempt in dealing with the wagon building 

industry to state what seem to us the most 
inJustry^" important facts that have to be taken into 

account. Wagons have been built in Calcutta 
by two engineering firms—Messrs. Jessop & Company and Messrs. 
Jiurn & Company—for some twenty years past, and we understand 
that wagons have also been built occasionally by a Karachi firm, 
Messrs Herman & Moliatta, but until the establishment of the 
Standard Wagon Company three or four years ago, no firm had 
specialised in wagon building to the exclusion of all other kiud.s 
of work. 

21. The case for the Indian manufacturer was put before us 

bv Messrs. Burn & Company (who are also 
Inlkn Maiiufacmrer' managing agents of the StandaM Wagon 

Company) and by Messrs. Jessop ix Company. 
In substance their contentions were as follows: — 

(1) Before the war, although they seldom or never got large 

orders, they were able to make w’agons at the same price 
as the Home manufacturer and still make some profit. 

(2) The war was succeeded by a period of very high prices, 

but in October 1922 an abrupt and precipitous fall took 
place. 

(3) The successful tender in the autumn of 1922 was equivalent 

to about Bs. 3,500 per wagon erected in India, includ¬ 
ing Customs duty, freight and all intermediate 
charges. The lowest Indian tender was above Rs. 5,000 
a wagon. 

(4) The successful tender meant a price for the British manu¬ 

facturer at or below the pre-war price of imported 
wagons and barely covered the co.st of materials. 

(5) This very low tender was a deliberate attempt to kill the 

m.anufacture of wagons in India. This was due to the 
establishment of the Standard Wagon Company which 
was likely to prove a more formidable competitor than 
the Calcutta engineering firms. 

(6) It is impossible for the British firms to build wagons at 

a lower cost than Rs. 5,000 and make a reasonable 
profit. 

22. The conclusions at which we have arrived after a careful 
How tar the case consideration of'all the evidence we have taken 

ia eetablished. are as follow's : — 

(1) It is quite true that, before the war, Indian firms received 
'' orders for wagon# at the equivalent of the price of 

( 10 ) 
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imported wagons. VVe doubt, however, whether they 
would have been successful in obtaining orders for a 
large number of wagons in open competition with the 
iiiitish hrnis, except possibly in a year of unusually 
high prices such as l!)id. Ordinarily (be orders which 
came their way would be for small quantities for which 
the British tenders would usually be higher. 

(2) The successful tender in 1922 was an extraordinarily low 

one, actually below the price paid for imported wagons 
in 191d and only about £20 a wagon above the average 
pre-^ar price. In order to tender at this figure profits 
must have been cut to the bone, if not eliminated, at 
every stage of manufacture. 

(3) There is reason to believe that the British manufacturer 

can in times of stress through his connections with, and 
control over, other firms obtain his raw materials at 
abnormally low rates. On the other hand the Indian 
manufacturer, so far as can be judged from the figures 
submitted to us, seems to find difficulty in purchasing 
imported materials at prices as low as might be expected. 

(4) The Indian Standard Wagon Company furnished us with 

an estimate of the lowest cost at which they could 
afford to build. It was divided as follows: — 

Its. 

Materials ...... 3,109 

Cost above materials .... 1,577 

The estimate of tbe cost above materials, w’bich includes 
—being the estimate of erection in India of an 
imported wagon—seems to u.s to be a reasonable one, 
and there appears to be some ground for thinking that 
it did not compare unfavourably with the corresponding 
costs in the United Kingdom. 

(•*)) We find no reason for believing that tbe low tender which 
w'as successful in 1922 was due to a desire to kill tbe 
wagon building industry in India. From the fact that 
several other tenders, very little above the successful 
tender, w'ere received from British firms wm infer that 
there was intense competition to secure the order. 

(6) We arc compelled to reject the theory that British firms 
cannot make a reasonable profit at a lower price than 
Es. 5,000 a wagon. The supporters of this theory lay 
too much weight on the figures of one pre-war year, 
1913, when prices were abnormally high, and make no 
allowance at all for improvements in wagon building 
methods during and since the war. 

23. The main considerafions w’hich must influence the decision 
Decisive Considera- regarding'wagon building in India appear to 
tions. be as follow^s: — 

(1) Tbe wmgon tenders from British firms received recently 

^ are somewhat higher than .in 1922. The lowest lender 
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for the A-1 covered wagon is apparently Rs. 3,700 as 
against Rs. o,500. We do not find, however, sufficient 
reason for thinking that for imported wagons of this 
type prices substantially higher than these will 
have to be paid for several years to come. Competition 
from the Continent of Europe is likely to become more 
intense. 

(2) It does not seem likely that the Indian manufacturer w’ill 

be able to tender at a lower -figure than Rs. 4,400 for 
covered wagons until he has an assurance of continuous 
orders and for fairly large jiumbers of wagons, so that 
he can secure the economy which comes from repetition 
work. 

(3) If wagon building is to be encouraged in India it is im¬ 

portant that the orders should at the outset be given 
for as few types as possible. 

(4) The Indian manufa<'turer may be able to get fairly close 

to the British manufacturer’s price when the tenders 
are for one hundred or tw'o hundred wagons only. But 
small orders of this kind do little in themselves to en¬ 
courage w'agon building in India. 

(5) We have not overlooked the fact that tenders were received 

this year from a Rnrachi firm (Messrs. Herman and 
Mohatta) at pri(>es which in .some cases were lower than 
the British tenders. We (ind it difficult to understand 
how the wagons could actually be built—as distinct from 
the assembling of imported parts on which some 
manufacture may have been done abroad—at Karachi 
for these prices except at a heavy loss. In any case, 
owing to the remoteness of Karachi from the Indian 
sources of raw materials, it seems certain that imported 
materials w'ould bo u.sed exclusively for wagons built 
there. But tlie encoxiragemnnt of wagon building in 
India necessarily means that the wagons should as far 
as possible be made of Indian materials. From this 
point of view Karachi is perhaps the most unsuitable 
site for wagon building in the whole of India. 

(6) As far as we can judge there is no process of groat inherent 

difficulty involved in wagon building. It is woi'k 
which it should be quite possible to carry out in India 
at a reasonable cost. 

(7) The building of wagons is a natural development of the 

grow’th of the steel iiidustry in India. It is of great 
iiipportance to the Indian steel manufacture!’ that this 
outlet for his steel .should be open to him. 

(8) The best index of the probable difference between the price 

of the Indian-built wagon and the price of the imported 
wagon is the difference between the lowest Indian tender 
and the lowest British tender in 1924 for the A-I covered 
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wagon. The number for which tenders were called for 
was 1,500, whereas the numbers of other types asked 
for were much lower. It is for this reason that the 
difference between the lowest Indian tender and the 
lowest British tender is less in the case of some of the 
other types than in the case of the A-1. 

(9) The proposals we have made for the imposition of higher 
duties on certain kinds of steel will raise the cost ol the 
materials in an A-1 wagon by approximately Bs. 120. 

24. Our proposals have been framed on the basis of the considera¬ 

tions outlined in the last paragraph. It 
^^Bounty recommend- geems to US dear that wagon building cannot 
be eliectively developed in India except at 
some cost to the State. We fullj'^ recognized the desirability of 
doing as little as possible to raise Kailway costs, and we do not 
think that the imposition of a protective duty on inipoited wagons 
would be a suitable method of developing the industry, at any rate 
at this stage. It is essential that the Indian manufacturer should 
have some assurance of coutiiiuity of orders, and, as his capacity 
•for carrying out w'ork will increase as lime goes on, that the 
numbers ordered in India should gradually rise. On the other 
hand, it is to be expected that as experience is gained and the out¬ 
put goes up the cost of production w'ill fall. We have endeavoured 
in our proposals to provide for both points. 

25, We recommend that bounties should be granted on the 
The proposed scale manufacture of wagons in India in accordance 

of bountie-s. with the following scale ; — 



Number of wagons on 
wliicli tlie bounty 
will be payablo. 

Amount of bounty 
l)or wagon. 

Oust of the 
bounty. 



Kb. 

Rs. 




lalfhs. 

First year 

800 

850 

6-80 

Second year 

1,000 

700 

7-00 

Third year 

1,200 

680 

696 

Fourth year • • 

1,400 

600 

700 

Fifth year 

1,600 

410 

7-04 


It will be seen that the annual cost to the State is limited to 
Rs.-7 lakhs, that the number of wagons on w^hich the bounty is 
payable rises from 800 to 1,6^0, while simultaneously the bounty 
per wagon drops from Rs. 850 to Rs. 440. The figure of Rs. 850— 
the bounty payable in the first year—is based on the dilference 
between the lowmst Indian tender and the lowest British tender 
for the A-1 covered wagon in 1924, pins Rs. 120 which is approxi- 
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mately tlie additional cost of the ra\r materials occasioned by the 
protective duties we have proposed on steel. 800 wagons is, we 
think, a reasonable limit to the number of wagons on which the 
bounty w'ould be payable in the first year. 

26. Three minor points may be noticed— 

(1) Wo think it should be a condtion 
Conditions govern- attached to the payment of the bounty that as 
bounfiS payment of possible Indian materials should be used 

in construction. 

(2) The Kailway Board should, w'hen calling for tenders 

annually, announce on how many wagons of each type 
the bounty w'ill be payable. It is desirable, if possible, 
that at the outset the wagons should all be of one type, 
or at any rate of as few types as possible. Unless the 
number of each type is announced beforehand, there 
might be difiiculty in deciding in w^hat proportions the 
orders should be divided when one firm had put in the 
lowest tender for one type and another for another type. 

(3) The Indian firms would tender subject to the bounty within 

the limits fixed. If, for example, in the first year the 
bounty was payable on 800 wagons of the A-1 tj’'pe and 
the lowest foreign tender was Rs. <3,800, the order would 
be given to the low'ost Indian tender provided the price 
was not higher than Rs. 4,650. Subject to the bounty, 
therefore, the Indian manufacturer wull compete against 
the foreign manufacturer. 



CHAPTER IV. 


Tinplate. 

27. Tinplate consists of thin sheets of steel coated with tin. 

It is essentially a steel prodiict, the total 
^ weight of tke tin used being less than one' 

fiftieth of the weight of the steel. Its most important use is for 
the manufacture of the tins in which kerosene oil and petrol are 
sold, and it is also used for cigarette tins, l)is(mit tins, and gener¬ 
ally for all tinned food receptacles. The home of the industry is 
in "South Wales which is still the great centre of manufacture, in 
the United Kingdom. The only other country in which the indus¬ 
try has bei'ome fairly established on a large scale is the United 
States of America where its development was the direct result of 
heavy protective duties imposed in 1890. Even there, however, 
Buceess was only attained bv the importation of a large number of 
skilled workmen from Wale.s, and to this day, we understand, a 
large proportion of the tinplate workers in America are of Welsh 
birth or Wcksh descent. 

28. The project for the manufacture of tinplate in India 

The Tinplate Com- originated during the war, when the oil com¬ 
pany. panie,s found great dillicultics in obtaining the 

supplies they required. Kegotialious between the Burma Oil Com¬ 
pany and the Tata Iron and Steel Company on the .subject com- 
ineiieed in 1917, the e.stimates for the buildings and machinery 
were prepared in 1919, and a private Company was registered in 
1920. O'he share capital amount.s to Its. 75 lakhs, of which ap¬ 
proximately two-thirds are held by the Oil Company and one-third 
by the Iron and Steel Compan 3 ^ It soon became apparent, how¬ 
ever, that the capital raised Ti'as insufficient and that the estimated 
cost would be greatly exceeded. We were informed in the course 
of the oral evidence that the total cost of the works when completed 
would be between Rs. 150 lakhs to Ks. 160 lakhs or more than 
double the original estimate which was apparently about It.s. 65 
lakhs. Of the exce.ss of over Us. 90 lakhs the U’inplate Company 
ascribe Rs. 22-79 lakhs to the unfavourable exchange at the time 
thie purchases were made, and Rs. 68-47 lakhs to higher prices and 
alterations in the design to render the works more suitable to Indian 
conditions. The additional capital required was raised by the 
issue of 10 per cent, debentures, all of which were taken up by the 
Burma Oil Company. The tota^ amount of debentures authorized 
is Rs; 125 lakhs. The Company informed us confidentially in Sep¬ 
tember of the amount actually issued up to that dale, hut as they 
;»re unwltliug to make the figure public, we can make no use of it. 

( 1 & ) 
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29. The manufacture of tinplate at the Company’s works began 

early in 1923, and when we visited the works 
Progress of manu- in August, two out of the six mills were work- 

T" “'“,f‘I i” 

September and the fourth soon alterwards. 
The fifth and sixth mills were not expected to begin working until 
the cold weather of 1924-25. In fact, however, progress has been 
more rapid than was anticipated. All six mills had been put in 
operation by January 1924, and in the coming year (April 1924 
to March 1925) the Company expect that they will approach, if they 
do not attain, the full output of which tho plant is capable. These 
results are very satisfactory and reflect credit on the management. 
The Company employ between 80 and 90 covenanted men imported 
from Wales, and at the .start all the work on the first two mills was 
done by them. The fact that within a year the whole of the six 
mills have been started with little or no increase in the covenanted 
staff shows that the Indian labourers have been rapidly trained to 
perform the less responsible and exacting duties on the mills. A 
number of years must probably elap.se before tho imported labour 
can be entirely dispensed with, but the success already attained 
justifies the expectation that a gradual reduction in the numbers 
will be possible. 

30. The natural advantages which the Company enjoys for the 

manufacture of tinplate are those which hold 
Natural advantages good in Ihe steel industry generally. Tin has 
TiiiUteTndistry imported, but in this respec;t India is not 

worse oft than the United Kingdom. The 
annual consumption of tinplate in India is about 50,000 tons with 
a tendency to increase, and, the Company’s estimatocl output being 
28,000 tons, it is clear that the market is sufficient. The principal 
grounds on which protection has been asked for fall under the 
following heads: — 


(1) The necessity, in order to carry on work during the hot- 

weather months, of pjoviding loftier and more expensive 
buildings and a more elaborate equipment than is re¬ 
quired in Europe, or perhaps even in America, and the 
higher capitalization which these arrangements involve, 

(2) The necessitj' for some years of employing a large number 

of imported workmen who draw much higher wages 
than they would do in their native country and are also 
granted certain allowances. 


These aro both real disadvantage.^ under which the industry suffers 
at present, and the first is in the main a permanent handicap. The 
men on the rolling mills have to work under very trying conditions, 
and unless special ari’augements were made, it is unlikely that 
work could continue during the hot weather without interruptions 
of a week or more at a time. The buildings are lofty and spacious, 
the platforms in front of the furnaces, arc water-cooled, and ade¬ 
quate arrangements have been made both for introducing'cnol air 
and for removing'heated air. The second disadvantage (t.e.^ the 
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high proportion of imported workmen) must continue for some time 
but should gradually diminish and eventually disappear. The pro¬ 
cess js likely to be slower than in the manufacture of steel, loi 
American experience seems to show that the skill and experience of 
the Welsh tinplate workers still counts for a great deal, even when 
years have elapsed since the firm establishment of the industry. 

31. It would be premature to express a confident opinion, when 
_ the manufacture has been carried on for only 

“pEZ ««e jear, aa to tl,. eventual ability o£ tha in- 
will eventually become dustry to dispense with protection altogetner, 
nnneceasary. but (fig success hitherto attained is sufficient 

to justify the hope that it w'ill do so. Tt is satisfactory that tin¬ 
plate of good quality was produced almost from the start, that six 
mills are now operating with practically the same covenanted staff 
as were employed on two mills a year ago and that work was carried 
on practically (‘ontinuously throughout the hot weather. In one 
or two years’ time it should be possible to form a definite opinion on 
the subject, but meanwhile the prospects arc sufficiently favourable 
to warrant some assistance from the State. 


32. In the evidence given on behalf of the Company it was 
suggested that protection at the rate of 45 per 
The ComiJtiny s was required. The figures for the cost 

c oim to D ciion. production submitted by them do not, how¬ 

ever, establish the necessity of a rate as high as this. Tinplate is 
commonly sold by the box, which weights 108 lbs, or a little Ips 
than one" cwt. In September last the Company supplied us with 
three estimates of their costs (based partly on a few months’ actual 
working) which may be summarised as follows: — 

Cost per box, 

Rs. 

2 Mills working . . . ■ • 30-88 


4 Mills working . 
6 Mills working ., 


27-11 

25-10 


The price of imported tinplate in 1923 was about Rs. 20 exduding 
the duty, and a 45 per cent, duty would raise the pnee to Ks. -iy. 
Even with only 4 mills working, a somewhat smaller duty would 
have sufficed. In Jannary, however, the Company Informed us 
that while for certain reasons the cost of production in 1923 had 
been Rs. 34-84 per box, somewhat higher than was expected, they 
confidently anticipated that the average cost for 1924 would not be 
more than Rs. 25-10 and from 1925 onwards might be lower._ It 
is on this basis that the application for protection must be consider¬ 
ed and it is impoi-taiit to make it clear exactly what is included in 
the cost of production. 

33. The Tinplate Company has made two important contracts 
each of thefti for a period of 25 years. The 
The Company’s con- first is with the Burma Oil Company for the 
tracts with the Burma tinplate it produces. Under this 

Oil Comply. contract the Oil Company is entitled to take 
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the whole output of the Tiuplate Company if of satisfactory quality. 
The latter Company expect that about 21,000 tons will actually be 
required and that about 7,000 tons will be available for sale to 
the public generally. The price to be paid for the tinplate under 
the contract is the same price as would be paid for imported tin¬ 
plate, including freight, insurance, customs duty and landing 
charges. 

34. The second contract is with the Tala Iron and Steel Com¬ 


pany for the purchase of the steel bars from 
The contract with whicili the tinplate is made. Under it the Iron 
StLl Com Steel Company undertake to supply an¬ 

nually 35,000 tons of sheet bars, and the 
arrangements as to the price to be paid are somewhat intricate.. 
In the first instance, the Iron and Steel Company receive, as a 
provisional price, tlie price, “ free on rail ” Swansea, of sheet bar 
for tinplate. At the end of the year a final adjustment is made. If 
the average cost of production exceeds the average price of imported 
tinplate the Iron and Steel Company makes good half the loss 
to the Tinplate Company. Conver.sely, if the cost of production is 
less than the imported price, the Iron and Steel Company receives 
from the Tinplate Coiupany half the profit. The contract provides 
what is to be taken into account in the cost of production for the 
purpose and iu particular it imdudes— 

(a) An allowance for depreciation calculated at rates which 

are laid down, 

(b) Interest at 10 per cent, on the Tinplate Company’s deben¬ 

tures, and 

(r) Interest at 0 per cent, on the Tinplate Company’s share 
capital. 

Depreciation, of course, i.s always part of the cost of productiou, 
and interest on ihe debentures iii so far as they represent \vorking 
capital is also a fair ebarge. l?ut interest on share capital or 
on debentures rai.scd to meet (ised capital expenditure is on a 
different footing, aud would not ordinarily be treated as part of 
the c.f)sl of production. 

35. It is hardly tio.s.sihlc to explain how tlie contract operates 


35. It is hardly po.s.sihlc to explain how tlie contract operates 
wirhout. taking concrete figures and this has 
Prices Tiliely to be been doiK' in Statement I at the end of this 

received by the (.'liaptcr. The statement shows the cost of 

Iron and Steel Coni- „£ ] ()() boxes of tinplate according 

pa-nv tor blicct tJais i , i r* /-i -n i • 

under tlio coulract. lo the Cimiuauv s esliiiiate for 0 mills ■forking, 

and the price of sheet bars has been taken at 
the actual prices of Tth April aud 4th August 1923 as supplied to 

us by the Tinplate Company. It also shows the price of imported 
tinplate on the same dates, the loss on production and the manner 
in which the loss i.s divifled between the two Companies. The 
result to the Irou and Steel (,'ompany ;s a net price of Us. 132 per 
ton of sheet bars on the figures of the 7th of April and a net 
price of Us. 110 on the figures of the 4th of August. The net 
result to the Tinplate Company eannot be stated so simply. 
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36. Tte statement shows that with prices as they were on the 

Connection between 1^23, the price of imported tinplate 

the price of Sheet 'was exactly equal to the cost of production 
Bara and the price of after excluding all interest charges on fixed 
imported inp ate. capital expenditure. With prices as they 
were on the 4th August of the same year, there was a loss of Es. 108. 
It is to be noted, however, that the interest on working capital has 
been arrived at purely by rule of thumb from data supplied by 
the Company itself. Their estimate include interest at 10 per 
cent, on debentures for Rs. 125 lakhs, and since the estimate fox 
the fixed capital expenditure is Rs. 100 lakhs in all, and the share 
capital is only Rs. 75 lakhs, the remainder (Rs. kb lakhs) must 
be made good from the debentures. The balance of the debentures 
(Rs. 40 lakhs) is available as working capital. But the Company 
have not informed us that so large a sum will actually be required, 
and the figure may prove to be excessive. The rate of interest 
is also unduly high and we know of no reason why the Tinplate 
Company should be compelled to borrow working capital at 10 per 
cent, when other Companies can borrow at T-| per cent. Some 
reduction in the figure for interest on working capital should be 
possible, but as the figure taken is less than 3 per cent, of the 
cost of production the point is not of great importance. 

37. The position created by the two contracts discussed in the 

preceding paragraphs is a somewhat unusual 
Bearing of the con- one. In eifect tlie Tinplate Company is being 

heavily subsidised by the Tata Iron and Steel 

Company, although that Company is itself, 
asking for protection for its ow'n inanufa(;lures. It is trne, of course, 
that the contract was made at a time when conditioiivs were very 
different, and before it was known that the original estimate of 
the cost of the tinplate works would be greatly exceeded. Xever- 
theless, the contract seems to us to have been ill-advised from the 
point of view of the Iron and Steel Company, both because it is 
to continue for the very long term of 25 years, and still mhre 
because it makes the price which the Company is to receive for the 
steel it sells depend on the efficiency with which the purchaser 
carries on his business. The contract with the Burma Oil Com¬ 
pany is also of importance on account of the provision which 
entitles that Company to take the whole of the Tinplate Company’s 
output. We were at first inclined to the view that, in the very 
peculiar circumstances created hy the two contracts, it was xlouhtful 
whether the grant of protection could be justified at all. On the 
whole, however, we do not think that the objections are decisive. 
The Burma Oil Company receives no concession in the matter of 
price hut pays exactly what it would pay for imported tinplate, 
and we believe that it is not likely to exercise its right to take 
the whole of the Tinplate Company’s output. In itself the estab¬ 
lishment of the tinplate industiy in India is clearly desirable, 
and we believe there are good chances of success. Some assistance 
seems to he necessary for the next two or three years, hut we are 
clearly of opinion that it should he limited to the minimum which 
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will suffice to keep tlie Compauy going until it is in a position to 
stand alone. 

38. Inaported tinplate is at present subjecd to a duty of 10 per 

cent, on a tariff valuation of Rs. 400 a ton. 

recommend that a specific duty of Rs. 60 
a ton, equivalent to 15 per cent, be imposed. 
This will mean a duty of approximately Rs. 3 per box instead 
of the present duty of Rs. 2 per box. In statement II below the 
results to the Tinplate Company have been worked out on the 
same basis as in statement T. The final result is that, after meeting 
all ordinary overhead charges, a surplus remains of from Rs. 100 
to Rs. 150 per hundred boxes, or from Rc. 1 to Rs. 1-8 per box. 
As the outturn expected is 6,22,000 boxes annually, the total sum 
available is from Rs. fit to Rs. 9^ lakhs. If the whole of the 
authorized debentures are actually required, interest at 10 per cent, 
would amount to Rs. 8-5 lakhs. The interest on the remaining 
Rs. 40 lakhs, assumed to be working capital, has already been 
provided for in the cost of production. We have not been informed, 
however, whether in fact the whule of the debenture capital is 
likely to be issued, and in any case allowance should be made for 
the fact that the plant was purchased at a time of very high 
prices. 

39. We recognize that the proposals wo have made will not go 

fiii' towards removing the loss which the Iron 
and Steel Company seem likely to incur on tho 
supply of sheet bars to the Tinplate Company. 
We consider, howcA’cr, that our proposals must 
be framed to suit the needs of the Tinplate industry itself and 
cannot bo adapted to meet the very special circumstances 
created by tbe contract between tbe Iron and Steel Company and 
the Tinplate Company. Nothing short of a bounty from general 
revenues in the case of sheet bars would really remedy tbe situation 
tbut has arisen, but we do not consider that this is a case in which 
a mistake made hy the Company can be rectified at tho expense of 
the taxpayer. We may, however, point out that the Iron and Steel 
Company anticipate that when they attain their full production, 
they will be able to produce sheet bars in the sheet bar fend billet 
mill at a cost excluding overhead of about Rs. 80 a ton. If they 
are successful in achieving this re.sult, although the manufacture 
of sheet bars may not be very profitable, it is not likely to result in 
a heavy loss. 


mendations 
Tata Iron 
Company. 


on U.a 
and Steel 



Statement I. 

Estimated cost of production of 100 boxes of tinplate in 
accordance with figures supplied by the Tinplate Company (see 
paragraph 35). ; 


Provisional price for 6 tons of sheet bar 

Works cost above metal 

Total works oosts 

Depreciation 

interest on working Capital (10 per cent, on 
Kg. 40 lakhs). 

Total 

Interest on dehen lures representing fixed 
capital (10 per cent, on fis. 85 lakhs). 

Interest at 6 per cent, on Es. 75 lakhs share 
capital. 

Total cost as provided for in the contract 

Price of imported tinplate . . . • 

Loss on the production of tiindate 

Share of tho loss to be borne bjr the Iron and 
Steel Company. 

Net loss to the Tinplate Company 


Prices taken as 

I rices taken £ 

at 7lh April 

at 4th August 

1D23. 

1923. 

Rs. 

Rh. 

898 

821 

1,204 

1,204 

2,102 

2,026 

135 

135 

64 

64 

2,301 

2,224 

137 

137 

72 

73 

2,510 

2,433 

2,300 

2.116 

210 

317 

105 

168-6 

106 

168-6 


StaI'E-Ment TI. 

Estimated cost of production of 100 boxes of tinplate after 
eliminating all interest charges on fixed capital expenditure (see 
paragraph 38). t 


Cost of production calculated in accordance 
with the contract. 

Imported price including duty of Rs. 3 a box . 

Loss on production , . . . • 

Share of the loss to bo borne by the Iron and 
Steel Company. 

Cost of production excluding all interest 
charges on fixed capital expenditure. 

Imported price including duty of Rs. 3 per 
box plui the amount payable by the Iron 
and Steel Company. 

Sai’plus at the disposal of the Tinplate Com¬ 
pany after meeting all ordinary overhead 
ehai'get. 


Pr-ices taken as 
at 7th April. 

Pr-ices taken as 
at 4th August. 

Rs. 
a,510 

2,400 

Rs. 

2,433 

2,216 

110 

217 

65 

108-6 

2,301 

2,224 

2,456 

2,324-6 

154 

100’6 









CHAPTER V. 


Wire and Wire Nails. 

40. Wo received an application from the Indian Steel Wire 
Indian Sieul Wire Products, Limited, for tlic grant of protection 

Products, Limited ; its to tlie manufacture of wire and of wire nails, 
equipment. 'ppe Company’s works are located at Jamshed¬ 

pur and it has made contracts with the Tata Iron and Steel Company 
for the supply of the steel rods from which the wire is manufac¬ 
tured. The full capacity of the plant is about 9,000 tons a year, 
but its present output does not exceed 120 tons a month. The 
Company hopes eventually to manufacture barbed wire, stranded 
fencing wire and galvanised wire, but at present its operations are 
confined to the drawing of ordinary wire and the making of wire 
nails. The trade returns for the year 1922-23 show that the im¬ 
ports of wire of all kinds and wire nails from the British Empire 
were about 3,000 tons and from foreign countries about 16,500 
tons. The British imports consist chiefly of special wire which the 
Company is not yet equipped to produce, and the competition which 
has to be faced comes chiefly from (jermany and Helgium. 

41. When we examined the representatives of the Company in 

September 1923, the results of only 4 months’ 
All-in working could be placed before us, so that 

duct.on per ton. p’roduction 

can be estimated are somewhat scanty. In addition, the present 
output is so small in proportion to the capacity of the plant that 
not only is the incidence of the overhead charges per ton very 
heavy, but the works costs also come out high. W’e have scruti¬ 
nized the figures submitted by the Company carefully and the 
results may be summarised as follows; — 

Esthiuitcd cost of produotion 
oh au onijmt of 250 
luunth. 

Ks. 

Metal costs . . . . . 187 

Works costs above metal ... 05 

Total works costs per ton . 252 

Overhead charges .... 44 

All-in cost per ton . 296 

The output we Have assumed—250 tons a month—is the full oapa^ 
ejty the plant woxfeuig one shift a day. To calculate what 

( 2 * ) 
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costs are likely^ to be on a smaller output wo^d not,.we think, serve 
any useful purpose. Each item in th^ costs has been examined 
and wo have not hesitated to reduce the Company’s figures when 
they appeared unreasonably high. 

42. In order to determine what is a fair selling price for the 

Indian manufacturer it is necessary also to 
rewSe pmCt. ascertain what is- a fair allowance ^for^ the 

return on capital. Ihe capital of the Com¬ 
pany stands at a little over fis. 21 lakhs. We do not consider it 
probable that capital can be raised in India, for the smaller indus¬ 
tries such as wire, at a lower rate of interest than 10 per cent, and 
the total return on capital is therefore Rs. 2-16 lakhs. If this 
profit has to be earned on a production of tS,000 tons per annum, 
it amounts to Rs, 72 per ton. We do not consider,/however, that 
a firm can reasonably expect to earn a full profit during the first 
two or three years of its existence or on an output equal to about a 
third of its full capacity. The total return on capital must, we 
think, be distributed over the full output of 9,000 tons a year and 
the incidence is then Its. 24 per ton. The fair selling price is then 
as follows: — 

Per tan, 

Ks. 

All-in cost of production .... 29r» 

Return on capital .... 24 

Total . 320 

43. The evidence we have obtained from the Company, which 

is confirmed by other sources of information, 
^i^c« of imported jgads us to the conclusion that imported wire, 
such as is mantifactured by the Company, is 
likely to enter India at a price without duty of Rs. 200 a ton. It 
is on the difference between this figure and the fair .selling price 
as determined in the Ia.st paragraph that our propo.sals are based. 

44. The various kinds of wire which at present are alike subject 
Proposed smount of to a uniform ad valorem duty of 10 per cent, 

protection for Wire. can be classified us follows; — 

(1) Barbed wire and stranded feneing wire. 

(2) Single strand plain or galvanised wire made of ordinary 

soft steel for telegraphs, light fences and other miscel¬ 
laneous purposes. 

(3) Special wire, either made of soft steel drawn to extremely 

fine wire, or made of harder steel, hardened and tem¬ 
pered for springs, umbj’ella fittings and other special pur¬ 
poses. 

The Company are at present equipped to make only the kinds of 
wire falling in the second group. We recommend that barbed wire 
and stranded fencing wire should remain subj,ect to the present duty 
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9i tea. |Mr beat, itd Halanem %ad tket oa aU <b«het wire a epbci^e 
d«ty tin Re, SO a ton should be imposed. This ttpill 1:» ebtii^alehi 
to a little less than 26 pet coat, on a4l>e sueli at the 6 o!mpan|j 2 
manufacture. I'he special kinds of wife Ivaiy doBisidertiWy 'in value, 
jbtat the great pi^c^ortioti of them fall withw the limits of tRs. 500 
^nd ifts. <hQP a ton. Un suoh wire the specific duty of Bs. 60 a 
ton would vary from 12 to 1 iper cent. We have been cpnsttoihed 
to put^ etir propos^ in this form owis^ to the great difficiilty the 
Custoxns authorities Would havfe in dmoFiminatisg between tiAt 
special and ordiiaiary; wires if they were subject to different ratiih 
of dutjy . 

45. iWe have hot examined separately the cost ef production of 
Tb« Mme Wnov^t of nails and indeed ho dhta fin such an ek- 

pr^beatipn f» Wit* aminatioU are available. These nails are 
manufactured from wire by means of simple 
autosaaiic machines, several of which oan be looked after by a 
single workman properly trained for the purpose, and the extrh 
cost is apt large. The price of imported wire hails is about th% 
same as that of wire and is sometimes actually lower. The present 
duty is 10 per cent, on a tariff valuation of Bs. 280 a ton. .Wb 
propose that the specific duty of Bs. GO a ton should also be imposed 
em wire tuili. 
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Agricnlloral Implements. 
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46. Two Implications for protection for the in«nixf4cturi of 
agricultural implements have reached us. 
One was submitted by the firm of KiTlos'kar 
Brothers, Limited, of Kirloskarwadi in thk 

Satar^ District of tho Bombay Presidency, who specialise in th» 
manufacture of ploughs made partly of steel and partly of iron. 
The oral evidence which we took from a representative of the firm 
made it clear that at present the competition of imported ploughs 
is not serious and that, even when the duty on raw steel is increased 
to the extent we have proposed, there is no reason for apprehen¬ 
sion that the firm will be unable to hold its own. We have there¬ 
fore no recommendation to make in this matter. 

47. The second application was received from the Agricultural 
The Aericultural Implements Company, Limited, whose works 

Implement! Company, are at Jamshedpur. This firm obtains from 
Limited ; nature of ite the Tata Iron and Steel Company the steel 
difficultie«. which it requires at favourable rates. The 

principal articles manufactured at present are picks, fowraht or 
kodalis and hoe.s. The Company’s works, which we visited in 
'August last, are well laid out and equipped with modern and 
up-to-date machinery. The full capacity of the plant is about 
4,000 tons of finished goods per annum, but the present production 
is only about 80 tons a month or less than a thousand tons a year. 
At this rote of output the incidence of the overhead charges is 
very high and the all-in cost per ton is Rs. 767 (excluding depre¬ 
ciation) whereas the whole.salo .selling price for goods of the kind 
manufactured by the Company is Rs. 710 per ton. When full 
production is reached, the all-in cost of production is expectad 
to drop to Rs. 609 a ton excluding, or R.s. CG6 including, depre¬ 
ciation. The profit remaining would be equivalent to a return of 
about 7 per cent, on the Company’s share capital. • 

48. Wo are satisfied that the Company is efficiently managed 

and is likely to do well provided it can reach 
pmt^Uon^iuXrnL Protection is needed in this 

case not as a permanent measure, but as a 
temporary expedient to enable the Company to get a foothold in 
the Indian market and increase its production rapidly. Under the 
present tariff certain agricultural implements are admitted free 
of duty, but the articles produ(?ed by the Company do not fall 
under this category but are subject to the ad valonm duty of 
15 per cent, applicable to hardware. The Company has asked 
that an additional duty of 20 per cent, he imposed, making 35 per 
cent, in all^ hut we do not think there ore sufficient grounds for 

{ 26 ) 
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protection to this extent. Wo recommend tHat the present ad 
valorem duty be raised to 25 per cent, on picks, powraks or 
hodfdu and hoes. We believe that this amount of protection will 
suffice to enable the Company to extend the scale of its operations, 
and ill two or three years work up to its full capacity. 

49. ,The Trade Returns do not classify implements of this kind 
separately and we have failed to obtain trust- 
Difficulty of detftr- worthy statistics of consumption from other 
mning the burden on sources. We are Unable, therefore, to esti* 
t e (onsumer. mate wbat the burden on the consuiin;r is 

likely to be, or the probable effect on the Customs Revenue, 
Machine-made iniptements .such as are produced by the Company 
are too expensive for the ordinary cultivator. The additional 
burden is likely to fall on Railways, Irrigation works, local bodies, 
juiues and large plantations. 

Q. RAINY, 

President. 

P. P. GINWALA. 

V. G. KALE. 

G. C. P. RAMSDEN, 

Secretary. 

Th« 26th February 1924. 
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ANNEXURE A 


Proposed sections of the Tariff Schedule, einhodying the Tariff 
Board’s recommendations. 


Serial 

Xo- 


TS'amf's of Arti'*lo^. 


I’anff 

aloatir/n. 


Duty. 


t)7 : CONVKYANCKS-- 

COAL-Tl'DS', tipijiuK ivajiriiua aiul tli« : 
like coiivoyaiiocs desijfncd for use ' 
on liflit rail traok if iidaptod for 
innnipulatioii l>y raaniial labour 
and if made mainly of iron or ' 
»t(‘ol ; and I'omponiMii jairta and 
aeoenboricfl thereof. 

Tramoa.'Rb, niotor-oinnihusc«, mo- , 
tor-lorrieB, inotor-vaiin, pansenger 
lifts, earriages, earts, jinrikalni-s, . 
liath-ehairfi, peramhu 1 a t or « , ' 
truckB, wheel hnrro'.v', hicyeloH, 
trieycleR, and all other aorta of 
eouTCyanceB not otherwise! »p>eei- ; 
fied. and e'oinponent p,arta and 
aecesBorieB thereof, except aueh 
parte :tud aeee.K.xories of the motor ; 
x'dliiolea aViOve-ineutioued as are 
also (iilapted for iiBc i:b ]>arts or 
accesBorteK of motor cnrn,, motor 
evolOB oi‘ motm* scooters vSf'C 
-No. CSi 

7S ^ HAEDWAKK, (HClNArO.NOEKY 

AND TOOLS— 

Picks, kodalies, powr.th*, mamoo 
ties and hoes. 

All other .‘orts not otherwi^i- ipe-. 
eified. 

, METAI.S. n.’ON 0>l STKET.. 

IHI IRON— 

.Angle, rdiannel ami tee. not hihri- 
eiited. 

Orow'Ti and anperioj' nnalitioB. 
Other kinds . . . 

., ,, if galxamised. tinned 

or load coated. 

AKOt.r, channel :ind tee. tiihrii'ated 

ILak .and Ron— 
tiiialitios Bujierior to Orade A of 
tlie Uritieh EnginceriiiK Stand- ■ 
I ard .iVsHoeiation. 

Orade A of the British Encinoor- 
ing Stanilard Asaoeialion and 
' Crown (inality and interraodiato 

(|nalitiOR— 

I Over inch in di;imet(‘r or 

! thieknesB 

' 1 inch and under in diameter 

oi' thiekneHB. ^ 


Kb. a. , 

' ^0 per •ent. 


1 .-) 


,, 25 per cent. 

3' 

ton Villi (I 1(1 ,, ,, 

• • Speeifie 20 li«. 

, 200 I) ' 30 per cent. 

dd c/iicreiit ' 10 ,, ,, 

ton ;t50 0 30 

JtiU 0 ! 10 ,, 
lOU 0 10 ,, 




Proposed sections of the Tarijf Schedule, embodying the Tnrifj 
Board’s recommendations —conld. 


Serial i 

.N'o. i 


XimK'h Avtii’lt'.K. 



I METALS. IRON OR STEEL -/-..n/R, ' 

i 

; IRON— conta. 

n.AE AND Roo—conhl. 

. Common. 

' ,, if fralvnni«e4. tiiinod or 

load coutoil. 

All otlicr BortK .... 

Rio. 

j Eicr. Bowls 

SriEOEDEisEN, ferro-manKmicso, ■ 
i ferro-ailieoi! :iml other fprro 
allovB. 


ton 


ton 

cwt. 


Tariff 

Valnation. 


Rh. 


. 1 . 


.Speoilio 
ISO 0 I 

.I(t I'alor^nn i 
iW 0 
21 , 0 ■ 
At} i'alnr>^m ‘ 


;STEEL- 

SI i Alloi Btonl, all kinds ... 

Anole and tec if (ralvimised. tinned ton 
or lo!id coated. 

If falirientod .... 

Anode and tee, all other sorts, and 
Ijoam, oUauiiel, zed,, troii^h- 
l>late, pilintf and othor elrnettiral 
sootione, uotfahrieated. 

(f fabricated .... 

H AH AND Rod— 

Swedish and similar qualities . ton 
Rlnnished, polished or eonted with 
othor metals. 

I'ommoii meroh.aiit and bar and 
rod deSHtued for tho rcinforrint.' 
of concrete, .all sizes. 

•All sorts not otliorwiee specified . 

Cltncnn e, shear. V,lister and tub 
steel all kinds. 

Exi'a.vded metal .... 

Ingoth, blooms and billets 
EaIDWAT trace ilATERIAD- - 
Bails 30 lbs. and over per .yard, ton 
and fishplates tberet'or. 

Rails under 30 lbs. per yard, .and 
fishplates therefor. 

Boarine plates 

Spikes and tie-bars . . ton 

Sleepers and fastoninirs the.cefor 
and lever boxes. 

Switches, crossinfjs and tlio like , 
material not made, of alloy steel. 

. Slabs, 1^ inch thick or over 

Stbed for springs and for entting 
tools made by any process, 

Stbiictdres fahrieitted partially 
or wholly, not otherwise speei- 
Ged, if made imiinl.y or wholly 
of steel bars, sections, plates 
or sheots for tho construction of 
buildings, bridges, tanks, v/ell-. 
curbs trostles, towers and similar ' 
strnetnres or for parts tlicroof, . 
but not including ImildorB’ hard¬ 
ware ,sec No. 75) or articles ' 
spevilied in Nos. (IT. 87, 83 or- 


Ad ratoTcin 
2d() 0 


.Ilf mlorem 
Specific 


Id roloreei. 

22 ') 0 
180 0 


.Sjie.-ifie 


Ai/. raiortim 
Ad ''n1r>tein 


.Si‘M',cific 


.-III l alonm 
Specific 
Ad. crt/iirain 


Ad 


1Iulv. 


35 Ks. 

10 per cent. 

10 .. 

10 

10 ., 

10 ,, 


10 ,, 
111 .. 

10 „ 

.30 Rb. 


2.'i per cent, 

10 ., „ 

10 ,. 

■ID Rs. 


10 per cent. 
10 

10 „ 

10 „ 

U K., 

W ,, 

10 nor cent. 
40 »B. 

10 per cent. 

25 ,, 

10 „ 

10 

25 ., 
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Proponed nectionn of the Tariff Schedule, (‘-iiiiodyi)iij the Tariff 
B oard' a recom men da lions —contd. 


Serial' 
No. I 


-Vaiiii'.'! ol' Articli-r-, 


IVr. 


'I'ltviit 

V'fthintioii. 


Duty. 


MK'l'AL.S, illuN on STKKr.-rtf/twJ 
STEKL—rtift/J. 

Tin pliites and liniitid Khi-rt' in- ton 
I’lUdiiie till taggers. 

Till plcte oiittiijga ... 

TRAunv.yi- Track matkki.au— 

Kails, flsl'.iUatee, tie bars, g-.vitidies,; 
eroseinga and tlie like matcriala ! 

I of slmpea and aizea speoinlly 

adaptea to tramway track. 

I WiBB rope. 

I 

<.*2 j IKON OK STEhlL-- 

I Anchors and cables ... 

SOLTK and nuts ineludiiig hook bolts 
I and nuts for rooling. 

I Hoops anii Strips— 

i Hoops, Crown and superior umili : ton 

I ties. 

i ., other kinds ... 

j ,, ,. ,, if gulvaiiised, 

tinned, planished, lead coated : 

I or nlumininni coated. 

; Strips, Crown .'.nd superior miali- 

j ties. 

! ., other kinds 

, ,, ,, ,. if .■ralviiiiised, 

j tinned, planished, lead eouted, ■ 

I or aluminium coated. 

Nails, Kjvets anh W.vsnERs, 
i all sorts— 

' Nails, wire or French. . cwt. 

., rose, deck, and hat-litmled 

., other kinds, iiududiug gab ., 

! vanised. tinned or lead coated 

j and pane! pins and tacks. 

Kivoti, black .... 

I ,, otlior sorts ... 

iVasliers, galvanihcd, nickel- 
liliitod, tinned or lead coatedund 
ilomo-Hhaped, si>ring or locking 
I washers. 

I Washers, other sorts . . . cwt. 

PipKS and Tl'UES and fittings there- 
! for, tliat is tf' say, hends. boots, 

I elbows, '..eps, eocket-. flanges. 

plugs,valves, cocks and the like. . 

! If rivotted or otherwise hailt up 
of plates or shcels. 

All other kinds ... 

Plates not under J; incli thick, in¬ 
cluding slieots i inch or over— 

Boiler fire-box and special qiiali- ton 

lies, not fabricated. 

Ship, tank, bridge and coininon, 
not fabricated • 

Cuttings all kinds ... 

All IciiidB, fabricated ... 

Sheets under -J ineb thick— | 

Black, wbetlier oornigatccl or flat , ton 

Galvanised, wbetber eorrngnted ,, 

or flat. 


K«. A, 


i Spuoilii.' 

60 Kf. 

! -.‘Irf caloTum 

15 per cent. 

' 

10 „ „ 

' 

10 „ 


10 ,, .. 

■■ 

10 ,, ., 

2.'>0 u 

lu ,, ,, 

! L’liy II 

10 ,. .. 

d.aO II 

10 ,, 

dab 0 

10 .. ,. 

! 

! dbO II 

10 ,, 

m II 

10 ., „ 

! Specitii.' 

3 K-', 

j do U 

10 per cent. 

! .13 0 

10 ,, 

■ 11 0 

lo ,, .. 

1 df (J 

10 ,, 

.•It/ Taft>ri?r/c 

10 .. 

i 

' lit 

1 

10 ,. .. 

i 

j riifori'in 

d.5 , . , , 

1 

1 

lo .. „ 

1 auo 0 

1 

10 .. .. 

j Spefilif 

30 Ks. 

i 

da ,, 

All ralort'in. 

25 per cent 




30 Kh, 

" 

4.5 ,. 

1 



30 


Proponed sections of the Tariff Schedule, cinbudying the Tariff 
Board’s recommendations —contd. 


NiimuB of Ai'tiolfts. 


Tnriif 

Valuation. 


METALS IKON Oil STEEL— 

Sheets, imdor J iucli Uiiok — tonliJ. ' 

Cuttinjfs of tliu aljOTi: kiiula of 
aliocts. 

If aiinoaiwd wliioli liiive Locii oitlicr' 
eold-i'olled, smootliod (includ¬ 
ing' idunislied), pickled or j 
cleaned ly acid or oilier mate- ■ 
rial or iiroeeaa. 

Coated with iiietala other ihaii tin 
or !:ine of 26 ^aujfc or thicker. 

Coated with metals other than tin : 
or zinc thinuer than 26 gauge. 

Other sorts, iuelnding cuttings 
not otherwise siieeilisd. 

Sheets, all sorts, fahrioated . 

WiHE— 

Barbed and stranded fciKing 

Netting _. 

All other kinds .... 

Iron or Steel, all other kinds not 

otherwise siiceificd, 


Ad i-ahrem l-ii por cent. 
200 0 ' 10 ,, 


Ad valoreoi 


.'Id t'(llo/'£ni 

Specific 
.hi valorem 


It) ,, .. 

le „ 

60 Its. 

L5 per cent. 


Iron ok Steel Cans oit Dnons— 
When imporlcil containing: kerosene 
and motor spirit which is sepa¬ 
rately assessed to duty under 
No. H'b namely : — 

Cans, tinned, of four gallons 
I capacity, 

Cans or drums, not tinned, of 
two gallons capacity— 

• ffl) with faucet cap.s . 
i,li} ordinary 

j llruins of four gallons capaciti 

I (a) with faucet caps . 

I ih) ordiiiiiri 

! 

Ikon on sticki. cans ok i)KI.,ms. 


can or driiin 


2 d : lo 
J 8 ; Li 


.Id |^uUlTelll 


KAIL-VVAV PLANT AND KULJ.- 
TNO STOCK. 


RAII.WAY MATKKIALS iOK J £K>JA* 
NF.NT "WAY AND IIOLLIN'O STOCK, 
NAMELY;- 

lai liaiU 3U 11>. ;mT over per ynrtl 
ami fisliplntos tLerefor. 
ih) Ilnile uiuler :^) per yard 
and firtliplatod therefor. 

(c) s^pikcR niul tie 
(fl) Swit.elu';?* eros?iiii|r*i :md the 
like UKiteiialH nut nnule oi 
alluv steel. 


Spucilie I M Ps. 


; 'iO 

.Id valorem I ])or rent. 
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l^ropoaed sections of the Tariff Schedule, einbudying the Tariff 
Board’s recommendations —concld. 


.Seriftl) 
No. ! 


Nu 


jnC‘8 of Articl 






Pm*. 


I 

TtirifV 

Valuation. 



I 

Duty. 


i RAILWAY PLANT ANI> ROLL- I 

ING SlOCK-cond^L ’ : 

I ^ 

)01 ' Railway materials for i'EHMa* | I j 

I NRNT WAT and ROLLING STOCK, 1 ' i 

ij.WILLY-- tvnid. i i - * 

1 * 

(/j) Sleopor-j ;md iastcniiig's tliore-i ... ; Ad valorem iO per cOiit. 

for, beurin^r-plates, fish- ! j i 

bolts and iiuta, ebaira, I } 

interlocking' apparatus, j I 

I brako-gear, couplings and 1 | 

springs, signals, tui*n- i 

' tables, wsigb-bridges, car- : I 

riagos, wagons, traversers, i ! 

j trollies, trucks and compo- j 

uent parts thereof; also the | 
i following articles when iin« 

ported by, or under the 
orders of, a ruilwar com* | 

))anj, namely, ernnes and ; j 

water (.Tanos. ■ \ 

' Proridod lliut tor tin; purpose of this j j 

entry "railway” nieana a line of j I 

railway saljject lo the provisions of j j 

j the Indian Railways Act, lft90, and I 

' included u railway constructed in a I I 

State in India and also such tram- \ \ 

wnyh as the Oovernor*Oeneral in ' 
i Council may, by notilioatioii in the ! 

(Jaieiie of Indvi, spocitically in- ! 

j elude therein : ^ 

Pn^vided also that iiothiug «hrtU he j ■ 

! deemed to be dutiable hereunder ■ ■ 

which is dutiable under No. 87 or j 1 

No. ^8. I 


hii.» i CoMi’ONENT pAJtr.s or Railway: j,/ i'tilvr^ini lu 

Materials, .as defined in No. lOl ! ! * " 

• namely, sucli parts only .as are j 

essential lor the working of railway s : ; • 

; and have been given for that pur- = | 

i pose sonic* Special sliape or quality [ 1 

; w'hich would not bo oesential for . j i 

i their use for any other imrpoBf; j j | 

; Provided that articles wldoli do not ; ‘ 

I satisfy this condition shall also he j . 

I dfiomed to be component parts of 
I the railway material to which they ' 

I belong, if they arc essential to its I j 

operation and arc ind^ortod witli it I j 

in such quantities as may appear to , ! 

the CoUectoi: of Cui^toms to be i I i 

reasorifthle. ■' ; , 
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^sOTE« OX PROPOSED SECTIOXS OE TAlliEE SCHEDULE;. 

Cf.ribral Note : --Wherever tariff valiiatioiiB are eiitoi eil in tli : 
proposed schedule, they are those of the 1924 issue of the schedule. 

(i7. COXVEYANCES— 

This is in aecoidance with paragraph 19 of the Hoard's Second 
Report. 

IN , HARD WARE, Ext;. - 

This is in iiocordarici^ with paragraph IH of the Hoard’.s Second 
Report. 

90. IRON- 

Aiiijlcs, tic. —Tlicsc iirticlc.s arc lirought together in view or their 
.similarity in use, price and methods of mannhicturo. The duties on 
the common qualities are raised to prevent the .substitution of steel 
.sections by these articles. 

Ihu:, etc .—The specific duty on common nncoated bar.s and rods is 
required to prevent the substitution of steel bars and rods by tl i' 
cheaper forms of wrought iron. Tlie duties on the otho’ qualiiic:-, 
remain unchanged It has been made clear that all the duties will 
apply to rod as well as to har. 

Plrj .—No change 

H'kc liowh .—No change. 

Fern) ailoj/i. —it is not clear how these are dealt with in tlie 
lircscut schedule. It has now been definitely provided that they are 
not to pay more than lo per cent, in present circumstances. 

91. 8TEEL- 

General .—It is more eonvcniciit that, steel should be dealt with 
before “ iron or steel 

.illotj a feel.—Bet note on ferro alloys above. 

Angles, etc .—These structural shape.s have been i>rought tugethei; 
for uniform protective treatment. The angles anil tees coated with 
other metals remain unchanged. 

JIar, etc. —The items which are at present .subject to tariff valua 
tion remain luichanged and are entered as at .present. A specific duty 
of Rs. 40 is entered for common and rc-inlorciug bars. All other 
i(Ualities remain at 10 per cent, m/ niliii-on as at present and an 
grouped together. 

(nucihle, etc .—These do not compete with Indian manufactures 
and will continue to pay lo per cent. duty. 

Kepanded .Metal .—Owing to the breaking up of the present tleui 
beams, etc.'’, under 91, this needs separate mention. No change. 

Ingots, t/c.—No change. 

• 

Raihcay, etc. —,\o change in bearing-plates, lever-boxes, sleepers 
and fastenings. The present duty on rails and fish-jdale.s lias been 



converted into an otiuivalont specific duty for the medium and heavy 
articles. The same duty is put on light rails (which are rolled in 
bar mills) and fishplates as on ba'rs, as no bounty will be paid on these. 
The duty on spike.s and tie-bars, which can be (and are to a consider¬ 
able extent at present) made of Indian steel bar is brought into line 
with the duty on bar. Switches, etc., can be, and are, made in India 
from Indian material and are treated ns fabricated steel. 

Slabs. —No change, exci^pt that a limit of thickness has been 
introduced. 

Spring steel, tin .—No change is made in the treatment. The 
definition in the existing schedule is not sufficiently comprehensive. 

Strucinres .—This has been drafted to cover the kinds of fabricated 
steel work which it is proposed to protect. 

Tinplates. —The duty recommended is oiiuivalenl to br per n'lii. 
nti the 1921 valuat'on. 

Tramwug Material. —These rails, etc., cannot be. made in India .ind 
this item has been inserted in order to leave these articlo.s at 10 per 
cent. 

Wire rope. —No change. This is'^invariably made of stfel. 

92. IRON OR STEEL- 

Anchors, etc. — No change. 

Bolts, etc. —No cliangc. 

Hoops, etc.—No change. 

Kails, etc. — No change oxce.pt' in wire, oi' French nails. 

Pipes, etc. —No change except for the separMtion for a protective 
duly of fabricated pipes. 

Plates. —The duty on cuttings has been raised in consequence of 
the increase in the duty on ordinary plates. Special qualities of 
plates remain unchanged. Material J inch thick is transferred to 
plates from the present classification as sheets. This is in accordance 
with a genera! trade practice and with manufacturing conditions in 
In dia‘. 

Sheets. —The principh' herij has been that for the. kind of sheets 
v.hich will be made in India during 1924 the duty should be made 
specific and equal to 1.5 per cent, on the 1924 tarilT valuations. The 
i.ther sheets are to remain at their present valuations. The classifi¬ 
cation has to some extent been recast with this in view and also to 
bring it more in line with costs in the industry; e.g., a black corru 
gated sheet does not cost as much as a galvanised. Nor docs a flat 
galvanised sheet (up to 2G gauge) cost Rs. 20 per ton more than a 
corrugated. It is not necessary for protective purposes to maintain 
the present distinction between different thickness of galvanised 
sheets or of tinned sheets. 

jj.’’j;.c._.13iirbed and stranded fencing wire remain as at present. 
Netting also remains as at present but has been removed from No. 99. 
The other wires arc to bear the’spccific duty shown. 

.(// other hinds.—Mmr been removed to this number from No. 93. 



93. CAMS OR DRUMS— 

N^o change has been made in this except those already indicated, 
which leine this number concerned with cans and drums only. 

101 and 102. RAILWAY PLAN'! - 

No. lol has been modified to enable the .same ireatment to be 
provided for the itern.s mentioned in (a), (6), (e) and (_d) as in No. 91. 
.Also, such articles as btidgework. water tanks and wive have been 
I'emoved, since it is unnecessary to mention tbem here as well as in 
(he Iron and Steel entries. 

The only change in No. 102 has been to alter ' No. 101 ”, to 
■ No. 101 (e)” to make it clear that the 10 per cent, duty on com¬ 
ponent parts will not apply to No. 101 (ol, (h), {<•) and (rl). 



ANNEXUBE B. 


Note on the proposals oi the TarifE Board examining the 
burden on the consumer which they entail and 
explaining their probable effect on the 
Customs Revenue. 

This Note lias been prepared with the object of examining the 
burden on the consuiner which the proposals of the Tariff Board 
will entail, and of ascertaining the probable effect on the Customs 
Be venue. The Board’s proposals include both the imposition of 
protective duties and the grant of bounties, and it is necessary to 
show how far the extra revenue suffices to meet the expenditure 
involved 

‘2. The method of dealing with the subjects which has been 
adopted is briefly as follows. In paragraphs 3 to 17 the imports 
of the various kinds of steel and iron allected by tiie Board’s pro¬ 
posals are examined, and the probable volume of importation is 
estimated— 

(а) at the present rates of duty, and 

(б) with the proposed new duties. 

Next, in paragraphs 18 to 20, the Indian production of the same 
kinds of steel is reviewed and the future production estimated. 
Tlic.se earlier paragraphs serve as material for an estimate (see 
paragraph 21) of the' total Indian (ioiisumptioii during the next 
three years. The jirobable burden on the consumer is examined 
in paragraphs 24 to 30 and the effect on the Customs revenue in 
paragraphs 31 to 3o. In all the figures given the imports of (lov- 
crnmeiit stores are included, and it is necessary to ascertain to 
what extent' such stores will contribute to tbe increase in the 
Customs revenue. This cannot l>e done on the basis of the Trade 
Kctunis, which discriminate very imperfectly between the vari¬ 
ous kinds of iron and steel imjiorted on Government'account, and 
it has beo! necessary, therefore to adopt a different method which 
is explained in iiaragraplis 32 to 34. 

{ 85 ) 
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o. Beams, pillars, girders and brid^eirurk classified under iron 
and steel .—The import liguree are as follows :— 


Impohtk. 

j Avcrufjo 

Thousands ■ value. 

; of 


liSTIMAT£I) QUAMIIT. 
Thonaand.s ol' tor.n. 


! Fabvicaloii. L'nfabriciited. 


Average for the three vears 75 

lUll-12 to 1913-14. 

1921- 22 . . . . ' 58 

1922- 2:) ..... 00 

1923- 24 (9 inontlia’ (igure.s >: 4, 3) : 72 


Rs. ))er ton. 


29 I 29 

33 38 

30 ; 36 


The imports under this head no doubt include a certain proportion 
of iron, but the percentage will be small and may be neglected. 
For jii'actical purpose.s the imports consist prartly of fabricated steel 
and partly of unfabiicated, but ilio two kind.s can only be separated 
i.{)proxmiately. The average value as given in tiu' Trade .tfcturiis 
suggests that the itroportions may be half and lialf and the imports 
have been divided on this basi.s. 

4. Bridgework, classified under Raiheuy plant and rolling 
stock .—For practical purposes imports under this head may fee 
taken as consisting entirely of fabricated steel. No Government 
stores are separately classified nmlcr this head. The import 
figures are :— 

Imports. 

' Thousands 

of tons. 


Average of the three ye,rrs 19 i 1-12 to 1913-14 . . 15 

1921-22 . 15 

1122-23. 9 

1923-24 (9 mouths’figures x 4/3). .... 16 


0 . Other manufactures of iron and steel.—A certain amount of 
fabricated steel must be included under otber manufactures of iron 
and steel. The import figures are :— 


Estimated quaiititin 
of fabricated steel, 
included under 
this head. 


Tliouinnds of toiis.j Thousands of tons. 

Average of the three years 1911-12 to 1913-14 

1921- 22 . 

1922- 23 . 

1923- 24 (9 months’ figures x 4/3) . . 


;)6 ; 12 

50 I 16 

29 j 9 

17 5 


Imports. 
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The decrease in imports during the last two years is apparently 
due to some change in classification, and possibly the new defini¬ 
tion of maciiinery has soinetliing to do with it. The quantity 
of fabricated steel included under this head has been taken as 
one-third of the total imports. This is pure conjecture for there is 
no means of ascertaining what the quantities actually are. 

6. Railway plant and rolling stock—other kinds .—Under this 
head also some fabricated steel is probably included. The import 
figures are :— 


— 

Imports. 

Estimated quantltio 
of fabricated 
steel. 


Thousands of tons. 

Thousands of tons. 

Average of the three years 1011-12 to 1913-14 

52 

17 

1021-22 . 

13 

4 

1022-23 . 

16 

5 

1923-24 (0 montlis’ Bgurcs .x 4/3) 

i 

U 


In this case also lliere has been a marked fall in the imports as 
compared with the pre-war figures, and the explanation must pre¬ 
sumably be a change in classificalion. The estimate given above 
that the fabricated steel is aliont one-third of the total is again 
fuire conjecture. 

7. Totals for fabricated steel .—On the basis of the figures in 
the last four paragraphs, the imports of fabricated steel are as 
follows :— 


Imports of fiibriciittd 
steel. 

Thonsamls ■■ { tons. 

Average of the tlirco vcnr.s 1911-li to 1913-11 . 81 

1921- 22 .. 85 

1922- 23 . 5.-> 

192.3-24 (9 luoiiths’ figures x 4/.3) .... liS 


The probable imports of fabricated steel at the present rate of 
duty may be put at 0-5,000 tons. An increase in the duty to 25 
per cent, might reduce the imports to 55,000 tons.* 

’Only the reduction likely to follow a rise in prices has been taken into 
account here, and not tile reduction due to an increase in tlio' Indian output. 
This remark'applies also to the reductions estimated in paragraphs 8 to 14 .•ind'^17. 
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8. Structural sltaijes, i.e., beamn, joints, angles, channels, etc., 
unfahricated .— The import figures (in thousands of tons) are ; — 


j Average of 
1 tlie three 
i years 

I 1911- 2 to 
i 1913-14. 


Heauie, pillars, girders, etc., ' 
unfahricated (see paragraph ■ 

3).^ 88 

Anglos.. 35 

t'.httimcls .... C 

(including cstmieted quantity ! 
imported as Ooveriunent i 
stoves). 

Total I 79 

t 

The probable imports at the present rate ol duty may be put at 
65,000 tons. An increase of the duty to above 20 per cent, might 
reduce the imports to 55,000 tons. 

9. Steel Bars .—The import figures are 


luipoit.',, j Average vnh.e. 
Thousands of tons., lls. per Ion. 


145 101 

I3'i 285 

18'i 153 

117 llil 


The figures for the year 1922-20 are evidently abnormal. With 
the present duty the probable import.s rniglit be put at 145,000 
tons. Allowance must be made for the bars made of steel of 
special qualities vdiich will remain subject to the present duties. 
The import vaWfes suggest that the quantifies of such bars cannot 
exceed 10,000 tons. The net imports of common bar 'may he 
put at 135,000 tons, and an increase of the duty to Es. 40 a ton 
might reduce imports to 115,000 t(5nB. About one-fifth of the bars 
are probably fabricatc'd before tboy reach the cofiffuroer, 


.\veragc of the three years 1911-12 to 1913-14 

1921- 22 . 

1922- 23. 

1923- 21 (9 months' figures x 4,'3) 


1 ' i 


1923-24 

i 1921-22. . 

11'22'23. 

9 moiitba* 

i 1 


figxircd K 4/3). 


1 33 

31) 

19 

i 22 

1 23 


i 


1 

_ y 

54 

dO 

63 
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10. Sheets and plates not galvanised or tinned .—The Trade Re¬ 
turns of private imports separate— 

(a) galvanised sheets, 

(b) tinplate, and 

(cl sheets and plates not g'alvanisccl or tinned, 

hut black sheets and plates are not .separated. The returns of 
imports of Government stores ineliulo sheets and plates of all kinds 
under a single entry. The import figures are ; — 


Total 
imports. 
Tliottsatids 
of tons. 


KsTIMATED iJCAN'TITY. 
Thousands of tons. 
Average , '■ ‘ ' 

value 

per (on. Sheets. Flatcs. 


Average’ of the three years 
lt)ll-12 to 1918-14 

100 ' 

134 

50 

50 

1921-2i .... 

65 

271 

.'!3 

.33 

1922-2.3 .... 

ICO 

104 

r.o 

50 

192;)-24 (9 moutliB’ f.gures x 4/3) 

100 

1(17 

53 

5;i 


The totals given above include an e.stimate (about 4,000 toms) o)' 
the Government importations. Tn the absence of any definite 
data, it has been assumed that half the imports are plates and half 
sheets. The probable importations at the present rates of duty 
may be taken as 50,000 tons in each case. A deduction of 5,000 
should be made from both totals on account of those kinds which 
will not be affected by the new duties (chiefly boiler plates and 
bright rolled sheets). The iinjjorts of sheets and plates may then 
be taken as 45,000 tons in each case. An increase of the import 
duty to 20 per cent, on plates and 15 per cent, on sheets may 
reduce the imports to 40,000 tons of each kind. 

11. Galvanised sheets .—The import figures are :—- 



Impoits. 

Thriusauds 


of tons. 

Average of the three vears 1911-)2 to 191.3-14 

210 

1921-22 . 

89 

1922-23 . . . 

123 

1023*24 (9 roootbs’ figures x 4/H) 

160 
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The post-war imports have been steadily increasing, but are still 
much below the pre-war figures. The probable imports at the pre¬ 
sent rate of duty may be put at 1-50,000 tons. An increase in 
the duty to 15 per cent, might reduce the imports to 140,000 tons. 

12. Tinplate .—The import figures are :— 



Imports. 

Thousands 


of tons. 

Average of the three years 1911-12 to 1913-14 

39 

1921-22 . 

25 

1922-23 . . . 

44 

1923-2-1 (9 months’ tigures X 4/3) 

48 


The probable imports at the present rate of duty may be put 
at 50,000 tons. An increase in the duty from 10 to 15 per cent, 
might reduce the imports to 45,000 toils. 

13. Wire, other than fencing xcire .—The import figures are : — 


Imports. 

Thousands of tons. 

1921- 22 . 3 

1922- 23 . 4 

1923- 24 (9 months’ figures x 4 3) . . . . 6 


TJie probable imports at the present rate of duty may be taken 
as 5,000 tons, of which 4,000 tons may be affected by the increased 
duties. Any decrease in imports occasioned by the higher duty 
may be neglected. Fencing wire has been omitted from the above 
figures as it will not be affected by the increased duties. 

14, Wire nails .—The impori figures are :— 


Imports. 

Thousaiids of tons. 

1921- 22 . 7 

1922- 23 . 13 

1923- 24 {9 mouths’ ligures X -t,3) . . . . 11 


The probable imports at the present rate of duty may be taken 
at 12,000 tons, .\n increase in the rate of duty might reduce the 
imports to 10,000 tons. 

15. Rails and fishplates for Railicays .—The import figures 
arc ; - 

Imports. 

Thousands of ti us. 

Average of the throe yeuvs 1!)11-12 to 1913-14 . Itil 

1921- 22 . 73 

1922- 28 . 

1923- 24 iVt months' tiguriw X 4/3) ... 7,7 
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The present rate of importation may be taken as 80,000 tons, but 
the evidence given by the Railway Board shows that the average 
imports for the next three years would, in any case, be much lower. 
In 1924-25 about 100,000 tons of rails will be required by all the 
Railways in India, and the Tata Iron and 8teel Company are already 
producing about 7-5,000 tons. No material change is proposed in 
the rate of duty. 

16. Rails and fishplates other than those for Railways — 

Thc'usanda of tom. 


Average of the three years 1911-12 to i91S-14 . . It 

1921- 22 . 

1922- 2:1. IB 

19211-24 (9 months’ figures X 4/:-t) .... 7 


The bulk of these im[K)rts probably consist of tramway rails 
and heavy rails for consumers other than the Railway 
itdrninistrations. These are not affected by the higher duties. The 
imports of light rails (under 80 lbs.), on which a higher duty has 
been proposed, cannot be put liigher than 3,000 tons. 


17. Wrought iron angles and bars .—The import figures are :— 




IMPOETS. 

'rhonsamls 
of tons. 

Avsbaob 

1 Rs. -per 

VALtTK 

ton. 



1 

1 

Angles. J Bars. 

i 

1 

Angles, 

Bars. 


j 




Average of the three years 

1911-12 to 

2 24 

1 141 . 

125 

1913-14. 

i 

i 



1921-22 . . . . 

t • • 

C-5 ; lY 

369 

292 

1922-23 . , . . 

• * 1 

u-8 1 22 

305 

2(4 

1923-24 (9 months’ figures x 

4/3) . ! 

0-4 11 

190 

195 


The imports of wrought iron angles are negligible. The probable 
imports of iron bars at the present rate of duty cannot be put 
higher than 11,000 tons. The average values suggest that more 
than a thhd of tlie imports are of superior qualities which will not 
be affected by the increase in •duty. The imports likely to be 
affected may be put at 7,000 tons, which might drop to 6,000 tons 
if the duty were raised to 25 per cent. 
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is. Production of the Tata Iron and Steel Company. —The 
actual production, in tons, for the last two years is as follows ;— 


— 

I 

11 ails. 

Light, 
rails and ' 
tishplatca. 

Structu- 

ralb. 

Itars and 
light : 
structurals. 

Plates. 

I921-2i . 

. 


77,880 

6,580 

18,893 

23,018 i 

... 

1922-23 . 

• 

• 1 

65,358 

5,506 

17,3tl 

26,1170 ' 

i,833 

A verage > 

• 


71,61‘J 

6,043 

17,847 

24,844 1 

1 

- 1,838 


This production of the Tata Iron and Steel Company may be 
roughly divided as follows ;— 


Kails and tishplatns 



ThoLisaiuls 
i t tons. 

75 

Light rails . 

. 

. 

3 

Heavy struct iirals 

. 

. 

18 

Light 



6 

Hai's .... 


• » 

20 


The present production of plates is negligible. 

19. Estimated production of the Tata Iron and Steel Company 
during the years 1924-25 to 1926-27. —In order that the burden on 
the consumer and the effect on the Customs revenue of the increased 
duties may be calculated, it is necessary to estimate the production 
of the Tata Iron and Steel Company during the next three years. 
Statement I (annexed) gives the figures. The total outturn ol 
ffnished steel is limited by— 

(aj the outturn of steel ingots, and 

[b) the extent of tlie market for the Company’s products. 
The total production has been estimated as follows :— 


'Tous. 

1924- 25 250,000 

1925- 26 335,000 

1926 27 390,000 


The distribution of the total over the various products may,_ of 
course, vary widely. The general principle followed in estimating 
is a gradual increase towards the f*ill output which the Company 
anticipate. One imiwrtaut niodilication has been made, however. 
The total eventual output of the new and old rail mills is 235,000 












tons, comprising lioth rails and structural sha]:x;s. The Coin pan}- 
hoped that the rail production would amount to 1)0,000 tons, but 
it seems impossible that lljis hgure can be attained in the next 
three years. Tlie estimated consumption of rails in 1924-25, 
as given by the llaihvay Hoard, is 100,000 tons, and any increase 
above that hgure in the next two years depends on the sums 
allotted fur new construction. In the estimate, therefore, the 
ipiantities of rails have been reduced and those of structurals pro¬ 
portionately increased. The surplus capacity of most of the new 
mills will enable the ( ompany, within limits, to divert its output 
from one product to another. This has one important consequence. 
If the T'ompauy makes fewer rails and more structurals and bare, 
the imports of tiie latter will decrease, and consequently the Customs 
rcvemic, but simnitaneonsly the bounty payable on rails will also 
fall. Conversely, it rail production land consequently the bounty) 
is high, the output of bars tnid structurals will decline, and the 
Customs revenue from imported steel will increase. 

20. Estimated Indian production of tinplate, wire and wire nails 
for the. next three pears. —The present production of tinplate, wire 
iUtd wire nails is negligible. In 1924-25, however, the Tinplate Com¬ 
pany should reach an output of 21,000 tons, and in each of the 
two following years its full output of 28,000 tons. The Indian 
production of wire and wire nails can only he estimated very roughly. 
The following figures have licen taken ; 



Wire. 

Wire nails. 


Tons. 

Tons. 

1924-25 

1,000 

J.OOO 

1925-2R 

2,000 

•2,000 

1926-27 

2,000 

:inoo 


21. Statement II shows the estimated Indian consumption of 
tlie various kinds of steel and wrought iron affected by the new 
duties, (a) as at present, and (b) in each of the next three years, 
the total being divided between Indian prexfuetion and imports, 
ft has been assumed that, as a result of the new duties, consump¬ 
tion will fall substantially in 1924-25. hut that half the drop will 
be recovered in 1925-26 and half in 1926-27. The consumption 
of steel is tending to increase, and it is thought that the effect of a 
higher duty will be a temporary set-l)aok and not n permanent 
reduction of the demand. 

• 

22. One point in Statement II requires explanation, viz., that 
no fabrieaited steel is shown as y)rodiiCf!d in India. The reason 



Is tliat sucli steel is nui(ie either from the Jmnsliedpur production 
or from imported rstw steel, and to include it in the statement 
would mean counting the same steel twice over. It is assumed 
in the statement that the increase in the production of structurals 
by the Tata Iron and Steel Company di.splaces equal quantities 
of fabricated and nnfahrioated imports. 

23. Statement 111 shows the estimated Customs revenue, 
(a) at present and (b) In each of the three years I9‘24-2d to 
1026-27. The estimate of the revenue is, of course, based on the 
estimated imports in Statement II. Before the figures in this 
statement arc discussed, it is convenient for certain reasons to pass 
on to the burden on the consumer. 

24. Statement IV is the basis of the calculation of the probable 
burden on the consumer, 'rbrcc assumptions have been made— 

{]) That the price of steel is raised by the full amount of the 
inercase in the duty. 

(2) That the consumption of steel remains at its pre«mt Iev(d 
and does not fall on account of tlie new duties. 

(S') That the whole of flic sfruetiiral shapes and plates, and one- 
fiflh of the steel bars, are fahricated before they roach the con¬ 
sumer, and that the burden on him is, therefore, the difference be¬ 
tween the old and file new duties on fahricated steel. 

* The total burden as shown in the statement is .Rs. l64'o lakhs, 
and it seems probable tliat this is an outside estimate. In parti¬ 
cular the third assumption cannot he right for, when the consumer 
himself does the fahrieation, ns Bailway administrations some¬ 
times do, the ('xtra cost to him is only the difference between the 
old and the new duties on raw steel. It seems desirable, however, 
to get a maximum estimate, and for this reason no allowuinee has 
lieen made for factors whieh would tend to reduce it. 

2-5. The different kinds of steel included in the stuteraent and 
the extra burden imposed on the consumer can lie classified as 
follows — 

A. Steel whieh goes entirely into general i*onsnmption 

Jiurdeii. 

Rs. lakliii. 

Till plait ......... in 



D. kiteei the bulk of which goes into general consumption, but 
of which some proportion (say one-third) is taken up by the Bailways 
und the principal industries— 


Gulvanihed sheets 



burden. 
Itii. lakhs. 

. 22-50 

iSteel bars 



. 32-24 

Iron bars 


. 

3-84 

Wire nails 

• 

. 

1-47 



’I'otal 

. 60-05 


C. Steel the great bulk of which is used by Government, public 
bodies, the Railways and the principal industries, but of which 
some part is used in buildings other than industrial or Government 
luiildings. 

Biu-ilcii. 

Us. lakhs. 

Fiibricuted slvol ....... 8o'87 

D. Steel the wdiole of which may be taken as consumed by 
Government, public bodies, the Raihvays and the principal 


industries. 

burden. 
Us. lakhs. 

Black sheds ........ 

Light tails ........ 1’56 

Wire.1-40 


Total . 7'58 


2b. On the basis of the tigures given above, the burden on the 
general consumer may be calculated as follows : — 


Its. l.d(hs 

A .lO'OO 

B.40-03 

C.7-o0 


Total . 57-53 


'I'he figure entered against C i* based on an cstiiuate of 20,000 tons 
of fabricated steel used annually for the construction of buildings 
ether than Government and indu.strial buildings. 






•37. The other consumers fall naturalIj' into two classes— 

(.1) The Government of India, the Local Governments, the 
Ir.dian State,s, Railways, Port Trusts and other public bodies. 

(•2j The principal industries, includin'^' all the industrie.s covered 
by the annual return of lai'ge industrial establishments in India, 
and also the mining industries, river transport and oil disti-ibirtion. 

•28. The estimate for the first class is as follows : — 


liis. hvkhn. 


KailWiiys ..... 

• 

• 

. 29-0(( 

iiocal Govevjimeiitti 

• 


ti‘50 

Port Trusts .... 



t>‘50 

Qovernmeut of India departments 

• 


3‘OU 

Indian States .... 



3't)U 

Pvtblic bodies . ... 

• 

• 

. 3-00 



Total 

. 60‘00 


The manner in which tlie Railway estimate has been arrived at 
i.s expllined in paragraph 130 of the P’irst Report. The estimate 
tor Local Governments is based on hgures^supplied by tliem of the 
quantities of steel they are likely to require during the next five 
year.s. The Port Trust estinrate is ba.sed largely on figures supplied 
by the Calcutta Port Trust. The last three entries are ptue 
conjecture. 

•29. The halaiu'c of the burden still to be accounted for is Ks. 57 
lakhs. The jute and cotton industries between them should account 
for about four-ninths of the total, and the other industries for the 
balance. Amongst the latter the most important probably are the 
coal mines, the tea industry and the engineering firms, in .so far a.s 
the last named actually ab-sorb steel and do not merely fabricate 
it and pass it on. Allowance must also be made for considerable 
quantities of steel u.sed for the construction of oil tanks all over the 
country, for the launches, flats and barges employed in river trans¬ 
port, and also for ship repairs at the jirincipal ports. The only 
definite figure ascertained for any particular industry is that of 
R.s. 7^ laklis for the jute indastry {vide paragraphs 139 and 140 of 
the Firsi Report.) If that figure were raised by ‘20 per cent, to 
its. 9 lakhs, then jute and cotton together might account for Rs. 20 
lalchs and the other industries for Rs. ‘25 lakhs, or Rs. 45 lakhs 
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ill all. It does not seem likely llmt tile actual buideii oil iiidustnes 
would be higher than that. But even if the figure of Es. 57 lakhs 
be taken as correct, the total burden on the jute industry would 
not be more than ihs. 11 lakhs, of which at least a third would be 
capital expenditure. 

dO. it is not, of t:ourse, to be expected that , in a rough calculation 
oi this kind, exactly the .same total .should be arrived at by two 
different metliods, and a dill'erence of about ten per <;ent. is well, 
within the limits of possible accuracy. The discrepancy may be 
explicable in half a dozen different \vay.s, but there seems to be 
reason for thinking that the estirnute of Rs. 164-0 lakhs as the 
burden on the consumer is too higli. Probably it would be a reason¬ 
able estimate to say that the burden on the consumer is in the 
neighbourhood of Rs. 1,^ crores, of which rather more than a third 
falls on the general consumer, rather less than a third on the 
principal industries, and about a third on Governments, public 
bodies and the Railways. This would agree well enough witli 
the statement of some of the engiiieoring firms that their sales to 
(Tovernrnent, the Railways and public bodies were more than half 
their total sales. 

81. It remains to discuss tlie estimate of the Gusloms revenue 
and the manner in which it will be afl’ected by the Board’s pro¬ 
posals. It is assumed hi Statement IIT that Clustonis duties are 
payable by all consurners, including the Raihvay.s and tlie Govern¬ 
ment department.s. This will m fact be the case if tlie law is 
amended in accordance with u Bill recently introduced by the 
Government of India, ft is desiralile to ascertain, however, what 
part of the additional revenue resulting from the higher dutic.s 
will be jpaicl by the Railways and the Government departments 
because this portion may not be a real addition to the resources of 
Govermnent. The calculation is net an easy one and necessarily 
i'- only apxjroxiiuate. 

8'2. In order to get an estimate at all, it w necessar} to dctcr- 
iiiiae in some way to what extent tlio Railways and the Govern¬ 
ment departments will purvbase in Iiidiu instead of importing. 
The most natural as.sniiiptinii is that they will do so in the same 
jiroportion as other inirchasers of the kinds of steel they require. 
The second difiicultv’ i.s to ascertain the kinds of steel likely to be 
|iurchasecl. In this case, tlie fiest cour.se seems to be to adhere to 
tlic distribution that was ado[)ted in dealing with the burden on 
the consumer (see paragraph 25). Btuteinerits A' and A’T 
have fieen prepared in accordance with tliese two assumptions. 
The comparison is between the present figures and those for the 
year 1926-27. In the two intervening years a reduction in con¬ 
sumption is expected, and this is a complication which it is 



desirable tu avoid. IJotli Uie .hKiiaii production and llie import*' 
Iiave been divided between— 

{(I) GovermneiitK, public bodies, Railways and the principal 
industries, and 

(h) the general consumer. 

In titatement N'l tlie (Jusioins revenue payable by these two classes 
has been estimated both as at present and in 192G-27. The follow¬ 
ing points may be explained. 

1-1) The general consumer is assumed to absorb 20,000 tons ol' 
structural steel, two-tliirds of the galvani.sed sheets, iron bars and 
wire nails, and the wliole of the tinplate. 

(2) The distribution of the steel bans is a little more compli- 
(aled. Ono-liflh is assumed to be fabricated in India and taken 
up by the Governments, Railways, etc., one-third of the 

balance. The remainder falls to the general consumer. 

33. It will be seen from Statement VI that the Customs revenue 
paid by the general consumer rises from Rs. 66‘42 lakhs to 
Rs. 81’82 lakhs, while the revenue which comes in from Govern¬ 
ment, the Railways and the principal industries increases to a 
smaller extent from Rs. G3'86 to Rs. 73-37 lakhs. The reason 
for this is that the important items in the case of the general con¬ 
sumer are galvanised sheets and steel bars, the Indian production 
of which wall be comparatively small, while Government, the 
Railways and the industries absorb most of the structural steel 
and plates, the Indian production of w'hich promises to be large. 
'This is of importance, because it suggests that most of the increase 
ill revenue comes from outside and not from Government itself 
in another incarnation. 

34. In calcidating the burden on the consumer the following 
estimate was given of the .shares of various classes. 


Hiiilwiiy< ..... 



Ks. lakhs 

20 

Lcciil tldvernnifiils 



fi-o 

I’lirl Trusts .... 



j'o 

Govevn’.neiit of India dojiurtmeiits. 



3-0 

Indian Stutes .... 



3-0 

I’tiblit bodies .... 


• 

3-0 



'rotiii 

.■jo-o 


If the sluiic of the pi'iucipal ind«stries is also taken as Rs. 50 
lakhs, then rlie total burden (excluding the .shai'e of the general 
consumer) is Rs, 100 lakhs and the shares in the burden falling 







to the Kailw ;i_vs. Local (ioveriiments and the (.Tovenimeut of India 
departments can l)e treated as percentages of that total. The in¬ 
crease in the Customs revenne not attributahlc to the general con¬ 
sumer has been calculated on exactly the same data as the burden, 
and these percentages can therefore he aj)j)lied fo it. The estimated 
lesults are as follows ;— 


EsTiMA'f*D Customs Hevsnci:. 
In lakhs of nipees. 



i’rosciit. 

1026.27. 

Increase* 

Railwaj's .... 

' 

18-60 

21-28 

2'78 

Local Govcnmicnts . . 

. ; I-IG 

4-77 

62 

(hnoniineiit of India dcp.artniciits 

i-‘J5 

2-20 

■25 

Total 

. ; 24-60 

28-25 



When the contracts of the East Indian and Great Indian Peninsula 
Itaihvavs expire, the State Railways will account for approximately 
two-thirds of the Railway expenditure. The State Railway share 
of the Railway figure given above is therefore about Rs. 1‘66 
lahhs. The portion of the increa,se in Customs revenue payable in 
one form or another by Government itself may be put at Rs. 8 
liibhs in round figures. 

8o. The general position as regards the increase in Customs 
revenue can now ho reviewed. Tlie following lable gives the 
important* figures. 


ESTI.VATFI) 

CUBTOMB 

Kbvsnoe. 


K-rr.MM’Rp Excess cveb rnrsusT 
CuBi'OJis Ketenui;. 


Present. 

1024-26. 

1025-26. ' 

i_i 

1026-27. 

Rs. lakhs. 

Rs, lakhs. 

i j 

Rs. lakhs. 

K.s. lakhs. 

130-28 

42-92 

28’19 : 

27-92 


Deduct revenue piiyabU? by ■ 
novernment itscU. 

400 

i 

:i-6o 

1 

3-00 

Balance . i 

3892 

24-69 ! 

2402 

Required for bounty on rails ) 

1 26-B6 ' 

27-80 

25-00 

find fishplates. 

• 

1 



-h 12-36 , -2 61 


llalAiico 


—0'08 








5n 

The increase in revenue payable by Govermnent itseli will be 
somewhat larger in 1924-25 and 1925-*26 than in 192fi-27, but only 
approximate figures can be given. The estimate of the bounties 
payable is based on the estimate of the Tata iron and Steel Com¬ 
pany's production in Statement 1. It will be seen that there is a 
substantial balaiute in hand in ] 924-25 after payment of the boun¬ 
ties on rails and small debit balances in the next two j'ears. 

No account has been taken in the above figures of the bounties 
propose.'! to be granted on the manufacture of Railway wagons 
(see paragraph 25 of the Second Report) the expenditure on these 
bounties will amount to about Rs. 7 lakhs annually. The increase 
in Customs revenue in 1924-25 will more than cover this sum, but 
in the two following years the burden will fall on general revenues. 
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STATEMENT I. 

Estimated production of the Tata Iron and Steel Company for the next 

three years. 


{In thonsands of tons.) 


— 

• 

Average 
producuuQ 
of 1921-22 
and 

1922-23. 

1924-25. 

1925-26. ! 

i 

1026-27. 

Bails and fishplates . . . ■ 

75 

83 

105 

125 

Light rails. 

3 

4 

5 

6 

Structural sliapoB .... 

23 

68 

85 

100 

Bars . 

20 

30 


45 

Plates . 


15 

80 

45 

Black sheets. 

I 

1 ... 

7 

15 

17 

QalTaniaed sheets .... 

i 

8 

15 

18 

Sheet bars . 

1 - 

1 

35 

35 

85 

Total 

! 121 

250 

i 335 

390 








EstiiTiated Indian consumption (in thousands of tons) of the various kinds of Steel and Wrought Iren on which 

higher duties have he* n proposed. 
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See paragraph 22 of the Note. 








STATFMENT 1]I. 

Estimated Customs Eeveiuie from the various kinds of Steel and Wrought Iron on which higher duties have been 

proposed. 
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Totnl . I 130-28 173-20 158-47 148-20 







STATEMENT IV. 

Estimated Burden on the Consumer arising from the higher prices of Steel and Wrought Iron likely to follow the 

higher duties proposed 
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STATEMENT V. 

Distribution (in thousands of tons) of the estimated Indian consumption of Steel and Wrought Iron (including both 
the Indian production and imports, between Group A Government, the Kailways, Public bodies and the principal 
Industries, and Group B the general consumer 



(12) Wire nails 








Estimated Customs Revenue in laths of lUipoes payable by (fl) Governments, the Railways, Public bodies and the 

principal Industries, am! (It the ‘reoeral consumer. 
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CHAPTER I. 


Comparison of Costs of Steel Manufacture in India with 
those in other Countries. 


We have already submitled to the Government of India, in 
our First and Second Reports, certain pro- 
TSd^*Report°^ ’ posals for the grant of protection to the steel 
* industry. It remains nov? for us to give 

expression to our views on three branches of the subject—locomotive 
building, steel casting and enamelled ware—regarding which we 
have at present no recommendations to make. These are dealt 
with in Chapters II to IV. We have taken the opportunity also 
to explain, in this Chapter, the reasons why in our First Report 
we have not attempted to make a detailed comparison between the 
costs of steel manufacture in India and the corresponding costs in 
other countries. We have attached three anuexures to this Report: 

Annexure, A .—A brief summary of our proceedings during our 
enquiry into the steel industry. 

Annexure B .—A memorandum, prepared by one of the Mem¬ 
bers of the Board, regarding the manufacture of wire. This 
memoraudum formed the basis of Chapter V of our Second Report. 

Annexure C .—A note on the increased cost of wagons manufac¬ 
tured in India arising from the higher duties proposed on rolled 
steel (see Chapter Ill, paragraph 2b of the Second Report). 

2. In paragraph 102 of our lirst Report we alluded to the special 
difficulty in our enouiry created by the fact 
Desirability of com- that, at present, rolled steel is manufactured 
cobU*^” India by only one firm. In these circum- 

oreign cob s. stances a direct comparison between the actual 

cost of manufacture at Tam.shedpur with the corresponding costs 
in other countries would clearly be valuable. If this comparisoh. 
could be made, item by item, at every stage of the processes by 
which pig iron is convortod into the finished steel section, and if 
in the case of each item the extent of the handicap or tlie advantage 
arising front Indian conditions (whether economic, technical, social 
or climatie) could be calculated, a means would be provided by 
which the measure of success attained' at Jamshedpur could be 
estimated. The desirability of a compa'riso'ri of this kind was 
suggested to us by some of the witnesses, and one—Mr. Homi, ’^'hom 
we examined at Bombay—laid before us certain .statements abbut 
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costs in the United States of America which he considered would 
form a satisfactory basis for the comparison. 

3. A satisfactory eompanson of steel making costs i|, however, 

a difficult mattei-. The initial difficulty is ttr 
Up-to-date figures obtain any reasonably complete statement of 

conntrTofLt Available" countries. A good deal of in¬ 

formation is available about American and 
German pre-war costs, and to a smaller extent about American post¬ 
war costs. But at the present time competition with the Indian 
steel industry comes chiefly from England and Belgium, and it is 
precisely for these two countries that recent information is least 
complete. As regards Belgium (and this applies to Germany also) 
the difficult}^ of converting co.sts incurred and recorded in a depre¬ 
ciated currency into their real equivalent in a rupee or sterling 
currency with the accuracy required for a useful comparison is 
practically insurmountable. English manufacturers on the other 
hand rarely allow more than isolated itom.s of their costs to become 
available for public use, and since conditions became relatively 
stable {(‘-•g-, since the middle of 1922), no reliabic statement of 
costs has been published in sufficient detail to justify a comparison 
with Indian costs. Tho piihli.shed figures about American costa 
are less incomplete than the English or Belgian. But they are 
higher than European costs ami on that account are not satis¬ 
factory as a basis of comparison for our purpose, and they are open 
to the same difficulties of interpretation as most statements of 
works costs. 

4. Of the various statements of costs from different sources 
Difficulty of inter- ^hich \ve have considered, no two are in quite 

preting statementa of the same form or .listribute their charges 
work.s coatg from other between the same detailed items. Two 
countnea. instances from our owm enquiry will illustrate 

the real difficulty of making accurate comparisons of tho statement* 
issued by different works. In Table VI attached to their first re¬ 
presentation, the Tata Iron and Steel Company presented detailed 
statements of their costs, but it w^as only after oral examination 
that we could be certain of the precise meaning of some of the 
items (e.g., ■whether in Table V'l-A the labour employed in furnace 
relining, or at the gas producers, was or was not included in the 
item “ labour,” and where the division wms made between “ refrac¬ 
tories ” and “ lelining ”), Secondly, when we examined 
Mr. Alexander, General Superintendent of the "Works at Jamshed¬ 
pur, he submitted tabular statements of costs at certain works in 
Canada and the United Stales. In the Canadian figures the 
difference between ibo cost per ton of pig iron and of steel ingots 
was unusually low. From his knowledge of tho actual eircum- 
etances Mr. Alexander was aide t(i explain that, in the works whose 
figures he had given, a large proportion of exceptionally cheap 
scrap was u.sed. Any direct compari.son of these costs with the 
Jamshedpur costs would, ■without such an explanation, have been 
not merely useless but misleading. 
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6. The examples just mentioned indicate the caution with 
Necessity of allow- which Ordinary statements of costs must be 
ancea for varying coTivsidei’od. In tlie oonvcrsion of pig iron t<> 
conditions. rolled steel the cost is affected by many variable 

factors such as the amount of impurities in the pig iron, the avail¬ 
ability of scrap, the rates of wages, the price.s of materials, the 
duality of the materials available for building and lining the 
furnaces, the quality of such feeding materials as lime, the quality 
of the steel required by the market, the nninher of different qualities 
required and the size of the market for eacih particular size of 
each product. IS'one of these factors is entirely under the control 
of the individual manufacturer. It can safely be said that there 
are no two important steel-making districts in the world where 
all these factors arc identical. The importance of the technical 
Conditions is illustrated inside the Indian iron and steel industry 
itself. The Indian manufacturer docs not claim to be more efficient 
in blast furnace practice than his Western competitor merely because 
he can make pig iron more cheaply in present circumstances; and 
similarly it would not he just to condemn him for inefficiency merely 
because he is unable at present to make steel as cheaply as European 
*nanufacturers. 

6. It may he useful if we draw attention here to an item in 

in TnHia. fhe co.sts of manufacture in India which not 
owing to importation ni6?’oly adds to til© difhculty 01 conipariRon, 
of machinery and hut is also of substantial importance in itself, 
and in a greater or less degree affects all 
industries. The Indian manufacturer must import practically tho 
whole of his plant and machinery for the manufacture of iron and 
steel, and also a large proportion of his consumahle stores and 
spare parts. On these imports he has to pay large sums for sea 
freight and for Indian Customs duties. These materials are drawn 
almost entirely from the highly industrialised countries where steel 
is made on a la rge s cale. Steel makers in those countries have only 
trifling charges to hear corresponding with the freights and duties 
which the Indian manufacturer must pay. These additional 
charges affect the depreciation, the working capital on which 
interest has to be provided and many items of the works costs 
of' the Indian steel maker; and by their effect on the capital ex¬ 
penditure they raise the profit which he must earn on each ton of 
output. These additional charges go far to nullify—and indeed 
may do so completely—the “ natural ” protection which it is 
sometimes contended the Indian manufacturer receives in the 
freight charges on imported steel. 

7. We have shown that the efficiency of the operations at 

Jamshedpur cannot be compared with that in 
Comparison of te<!h- other countries merely by the tabulation of 
mca me o s. costs under items apparently similar. Any 

comparative statement we could Compile would be misleading unless 
it wore accompanied by an explanation, usually very technical, for 
almost every item. For these reasons we have not thought it desir- 
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able to present such a statement. But in consultation with our 
technical adviser, Mr. Mather, we have considered all the informa¬ 
tion we could obtain about costs in other countries, and in forming 
our opinion as to thj efficiency of the technical management of the 
Jamshedpur works we have taken this information into account. 
It is not only costs, however, which have occupied our attention. 
We have also, wherever possible, endervoured to compare the 
operation methods at Jamshedpur with those in other countries, 
and especially the rate of output of the steel furnaces and the fuel 
consumption. Comparisons on this basis also necessitate allowances 
for varying conditions, hut they caiu he made with greater accuracy, 
since more knowledge is available about the processes employed 
in other countries and their results than about costs. 


8. We have not found that Mr. ITomi’s evidence supplied 
what was needed in this respect. The com- 
r. omi s evi enco, pari.sons which he made were entirely with 

American practice, but in most cases be was unable to give us 
that detailed information about the working conditions in the 
American plants used as examples which alone would have enabled 
a satisfactory comparison to be made. And where his own state¬ 
ments show^ed dehuitely that the conditions were not directly 
comparable, bo failed to appreciate the importance of the dilfereneo. 
Mr. Homi’s accpmintancc! with the methods of manufacture of steel 
is too limited and superficial to justify us in attaching weight to 
his opinions. Throughout his evidence he displayed a pronounced 
tendency to ignore essential difficulties in India, to quote as 
typical of the practice at Jamshedpur incidents which occurred 
several years ago or details of procedure which have long been 
abandoned, ancf to use for bis American basis results obtained 
in plants where the conditions are unusually favourable. Only 
' by detailed criticism could the substratum of useful matter in his 
representation be reached, but the yield of properly substantiated 
facts was small, and w-e found that most of them related to 
subjects which we had already discu.s.sed with the Steel Company 
at out first meetings in Jamshedpur, or which we had taken up 
in the interval. 


9. There is one important aspect of Mr. Homi’s evidence to 
Board’s derision on which we had to give special attention. In 

Mr. Homi’s written his written representation he gave detailed 
statement. figures for the costs of steel manufacture 

not only in America, but also in the works of the Tata 
Iron and Steel Company at Jamshedpur. It appeared certain 
that the latter figures could have been obtained only if Mr. Homi 
bad access to the cost sbocis and other confidential records of 
the Company: liut in oral examination, while he admitted that he 
had in bis possession complete cost and praclice charts of the 
Company, be declined to say how he had got them. We con¬ 
sidered carefully how far, if at all, we could place on our record 
information which the witness tendering it was not entitled to 
possess, and our decision w'as communicated to Mr. Homi in a 
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statement read by the President at a public sitting of the Board 
on the 17th November. It was in the following terms: — 

“ The Tariff Board have carefully considered how they should 
deal with the written statement you have subndtted. That 
statement contains many figures relating to the operations of 
the Tata Iron and Steel Company, which were evidently obtained 
from copies of the complete cost and practice charts of the Com¬ 
pany from 1912 onwards. These docujnents are in your 
possession although the Company treats them as confidential, and 
you have declined to infoim the Boaid from what source you 
obtained them. The only inference the Board can draw is that 
you obtained them from serv.ants of the Company whose duty it 
was to withhold the information. 

“ The Board feel that it would be contrary to the public interest 
if they were to accept as evidence, and give publicity to, informa¬ 
tion apparently obtained by methods open to the strongest 
objection. They must, therefore, decline at this stage to bring 
the written statement as it stands upon ihe record, or to proceed 
with your examination upon that basis. At the same time they 
recognize that there are a number of paragraphs in the written 
statement which arc not open to objection on the ground stated. 
They have decided to limit their oral examination to those por-, 
tions of the statement and they will resume the examination 
for this purpose at 3 p.m. on Monday, the 19th November, if the 
date and hour are convenient to you. 

“ The portions ot the written statement which it will be neces- 
saiy to exclude deal with many questions w'hich have already 
received, and will continue to receive, the attention of the Board. 
It is their duty to acquaint themselves to the best of their ability 
with all the relevant facts. But they cannot take as the basts 
of their investigation information irregularly obtained. To do 
80 would he to acquiesce in methods of which the Board 
emphatically disapprove. 

" The Board will of course ask the Tata Iron and Steel, Com¬ 
pany for all information that appears to them necessary for the 
purposes, of their enquiry, and the Company have at all times 
expressed their willingness to give all the information that might 
be asked for.” 

10. We have thought it right to reproduce our decision in full 
because it lavs down the general principle 
Principle undeily- such matters wull regvlate our pro- 

ing the eeiaion, cedure. The danger of accepting as evidence in¬ 

formation which the witness cannot authenticate is obvious, and we 
had no hesitation in excising from the record the figures relating 
to the Tata Iron and Steel Company which Mr. Homi had in¬ 
serted in his written statement. When wo visited lamshedpur 
in December the Company itself supplied us with correct figures 
in place of those furnished by Mr. Homi, but we did not consider 
it necessary to reproduce them in the record. Mr. Homi’s written' 
statement does not furnish a satisfactory basis for examining the 
works costs of the Tata Iron and Steel Company, and for this 
reason we havemot referred to hi% evidence in our First Report. 
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The Locomotive Building Industry. 

11. On tlie 30th. Seplembei’ 1921, tho Government of India pub- 
Peiiinsiilar Lccomo- lished a communique in which inter alia the 

tive Company; following statements occur: — 

“ In pursuance of their express policy of making India as far 
as possible independent of outside sources in the supply of materials 
for Itailways, the Government of India have had under considera¬ 
tion the question of the construction of locomotives in India and 
they are now in a position to give a general undertaking that 
tenders will be invited annually in India for all the railway loco¬ 
motives and locomotive boilers required by Government during the 
12 years commencing with 1923. * * * it is estimated that 

the average annual requirements of Government will be 160 loco¬ 
motive engines and 160 additional boilers during 1923 and 1924, 
and thereafter 400 locomotives and 400 additional boilers. * * 
• * Firms interested in the above announcement are invited to 

apply for further information, either to the Secretary, Railway 
Department, India, or to the High Commissioner for India, 
London.” 

On the 6th of December 1921 the Peninsular Locomotive Com¬ 
pany, lamited, was incorporated in India. This is the only 
firm intere.sted in the manufacture of locomotives in this 
country which has applied to us for protection of the industry, 
or, in the alternative, to render it assistance in some other form 
during its initial stages. The Company has a subscribed capital 
of Its. 60 lakhs, all in ordinary shares. Its Board of Directors 
consists, of seven members, of whom four are Indians. Its Chair¬ 
man and Managing Director is Mr. Uerberf Langham Reed, who 
is Chairman of a well-known English firm of locomotive manu¬ 
facturers, Messrs. Kerr, Stuart and Company, Limited. 

12. Though the Company was incorporated nearly two years 

ago, it has not commenced operations and its 
Equipment of the works, which are to have a capacity of about 
Company. 200 locomotives per year, have not been com¬ 

pleted. Most of the buildings have, however, been erected on a 
site at Jamshedpur leased from the Tata Iron and Steel Company, 
and we are informed that about Rs. 30 lakhs have been spent on 
these buildings and the necessary machinery, equipment and 
accessories. These are already on the site, and we have been told 
that within two or three mouths of obtaining the neces¬ 
sary order for locomotives the Company would be in a position to 
oommenca operations. Mr. Reed further states that arrangements 

( « ) 



The LOcoiioTivE building indtjsthy, t 

iiave also been made to secure the services of such European 
experts and foremen as may be necessary. 

13. The industry, in our opnion, has strong claims to tem¬ 

porary national assistance. The works at 
indX'to wsSLfer Jamshedpur will be under the management 
of a nrm of Jiritish manuiacturers who have 
considerable experience in the manufacture of locomotives, and 
there is therefore every reason to believe that the works will be 
under efficient control. The industry is very valuable from the 
national point of view. Apart from its importance as affecting 
the question of national defence, it is an industry which gives 
ample opportunities for the purpose of training Indians in mecha¬ 
nical engineering, and if India is to make itself independent, 
as far as possible, in the supply of its Railway requirements, it 
is essential that in its industrial organisation it should possess a 
well-established locomotive industry. With regard to the supply 
of labour also, it is favourably situated, for it cannot be regarded 
as an industry in which all labour has to be specially trained. 
There are many engineering works. Railway workshops and fac¬ 
tories where labour of the kind required in this industry is avail¬ 
able at reasonable cost and in sufficient quantity. With regard 
to raw materials, it is estimated that about 50 per cent, of the total 
quantity of raw materials required in the manufacture of a loco¬ 
motive can be obtained in India, either from the Tata Iron and 
Steel Company, Limited, or from other local firm-s engaged in the 
manufacture of iron or steel products, especially castings. 

14. We consider that the establishment of the manufacture of 

locomotives in India is desirable both on 
Necessity and mea- national grounds and because of its importance 
to the development of the steel industry. But 
so long as the prices of imported locomotives remain at the low level 
to which they have fallen during the last two years, it seems 
certain that Government assistance would be required. Mr. Reed 
estimated that, at the outset, the cost of a locomotive manufactured 
in India would exceed by about £2,000 the cost of an imported 
locomotive erected and ready to run.* Since no locomotives have 
yet been constructed at Jamshedpur, it is impossible to be sure 
whether the figure given is a reasonable one, but after examining 
the details of the estimate as given by Mr. Reed, we arc inclined 

* The prices paid by the Railway Board for 2-8-0 broad-gauge locomotives 
were— 

1910-14 (average) . . £ 4,116 f.o.b. English port. 

1920 .£1.1,633 f.o.b. Engli.sh port. 

1922 .£ 5,120 f.o.b. English port. 

The extra cost of freight, etc., an^ of erection in India would be about £600 
in 1922. 

Mr. Reed estimates that the present British price of this locomotive would 
b# about £6,400 f.o.b. if a normal profit were to be obtained. 
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to think that some of the items have been put too high. Even if 
the proteetion required, however, was a good deal less than ^2,000 
a locomotive, it would still he a substantial sum, though probably 
not greater than has been found necessary for the protection of the 
locomotive industry in other countries such as Australia, where 
the import duty is 21 \ per cent, ad valorem, and Canada, where it 
is 22\ per cent. The higher duties on imports of rolled steel which 
we have proposed would have increased the cost of each locomotive 
by a few hundred rupees only. VVe believe that we should have 
found it possible to make recommendations for the encouragement 
of this industi'y but for a complete change in the circumstances 
which has occurred since 1921. 


15. The Fiscal Commission laid down several conditions which 
Fiscal Commission's ^0 fulfilled by any industry claiming 

condition as to " larga protection. One of them was that the indus- 

h..mo market ” not fry must possess “ a large home market ” for 
fulfilled. products. The application of this criterion 

may occasionally present difficulties, but, in our opinion, it must 
mean the existence of a demand for the product in a quantity 
sufficiently large to make its production economically practicable. 
To put it in another way, the implication is that no industry 
ought to be protected unless its output is on a scale sufficiently big 
to make it possible for it to bring down its cost of production to 
the level at which it can, without national assistauce, compete even¬ 
tually with the foreign manufacture. In the case of the locomotive 
industry, it has been stated to us by Mr. Eoed that production 
costs would not be economical if the capacity of the works was 
much less than 200 locomotives per year. It would follow from 
this that, if the industry is to he protected and is eventually to 
succeed, its market must be, able to absorb at least that number. If 
the Company had started their operations a year or two ago, it would 
at that time unquestionably have had such a market, for it was 
definitely stated in the communique to which we have referred that 
the annual requirements of (fovernment would ho IGD locomotives 
and ItiU additional boilers during each of the years 1923 and 1924, 
and 400 locomotives and 400 additional boilers a year thereafter. 
If the position had not changed since the date of that com- 
inuique, the requirements of Government would thus have 
given enough work to two plants operating simultaneously, each 
of them turning out 200 locomotives a year. In the requirements 
of the Railways not owned by Government there was the possi¬ 
bility of some further market. Unfortunately, however, the posi¬ 
tion is now completely changed. Mr. Hindley, giving evidence 
before us for the Railway Hoard, has stated that the requirements 
of the Railways during 1924-25 would be only 60 locomotives, and 
that it was doubtful whether the requirements in any one of the 
next five years would be as high as 100 locomotives. The recom¬ 
mendations of the Inchcape Committee had led to a full review 
of the requirements of the Indian Railways in the matter of loco¬ 
motives, with the re.sult that means had been devised for utilizing 
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to better advantage tbe locomotives tbe Railways already had, so 
that the need for new locomotives was diminished. The projected 
electrification of the Railways in the neighbourhood of Bombay 
would lead to a further economy, for about 300 steam locomotives 
would be set free for use elsewhere. 


16. If the requirements during the next five years of all the 
Railways owned by Government will not ex« 
Difficulty caused locomotives in any one year, it is 

y res iic e mar e . (jlear that no protection, or assistance in any 
other form, can be recommended by us in respect of this industry, 
with due regard to the immediate or ultimate good of the country 
from the economic point of view. When the demand is so small 
there is no “ large market ” in the sense in which that phrase 
was used by the Riscal Commission, nor is there the kind of market 
upon which the industry can be built up. As Mr. Reed himself 
has admitted, the economical production of locomotives requires 
that the unit of production must he about 200 locomotives per 
year. The output of Messrs. Kerr, Stuart and Company, the firm 
of which Mr. Reed is the Managing Director is of about this 
magnitude, and it does not rank as one of the largest or most im¬ 
portant in the industry in Groat Britain. Owing to the restriction 
of the Indian market, no economy in the cost of production, as the 
result of manufacture and repetition work on a large scale, will 
be possible. The overhead charges alone would so load the in¬ 
dustry that the manufacture of locomotives could not be made a 
commercial proposition. On this account the cost to (he country 
of any protective measures taken would be very heavy, and the 
results attained would not be commensurate. Before we ask the 
country to make the heavy sacrifice which is involved in the 
encouragement of the industry, wc must bo satisfied in our own 
minds that the sacrifice will be of a temporary nature and that in 
the end tbe country will thereby secure to itself a real advantage 
in the establishment within itself of an industry of immense 
national importan(!e. We arc not satisfied that this will be the 
case. The burden upon the community will be heavy and continue 
to be so indefinitely and until the domestic demand approximates 
to the output of the smallest unit which can be economically and 
efficiently operated. 


17. There is another aspect of the case which cannot be ignored. 

Unless the requirements of the Indian Railways 
Difficulty increased consist of not more than one or two types of 

by variety of types. locomotives, it is doubtful whether, even if the 

whole order were placed with the Peninsular Locomotive Company, 
it could be executed without excessive cost, for the larger the variety 
of the types, the greater is the cost of production. To expect the 
Railways to stereotype a' particular design, merely in order to 
supply work to an indigenous enterprise, is to ask for an impos¬ 
sibility having regard to the varying circumstances of traffic in such 
a large system as that of India. 
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18. For tile reasons wliicli we have given we are unable to make 
Reasona why no any recommendations for the grant of protec- 

recommendation pos- tion to the locomotive building industry. We 
consider it desirable on national grounds that 
the industry should be established in India, and we believe that 
this could eventually be done, provided substantial assistance were 
given by Government in the earlier years. But the existence of 
a sufficient market for locomotives in India is an indispensable pre.* 
liminary condition, and at present this condition is hot satisfied. If 
protection were given now, the country would carry a heavy burden 
during the next five- years, and at the end of that period the pro¬ 
gress made would be insuffifdent to justify the sacrifice. 

19. In the communique to which wo have referred a definite 
Eflect of Govern- statement was made that the Government of 

ment of India’s com- India were “in a position to give a gcheral 
munique. undertaking that tenders will be invited 

annually in India for all the Railway locomotives and locomotive 
boilers required by Government during the 12 years commencung 
with 1923.” It was further stated that the requirements of Govern¬ 
ment alone woilld bo 400 locomotives a year from 1925 onwards. 
A communique so generally worded could not but be construed 
as an invitation by the Government to commercial enterprise to 
come forward and establish the manufacture of locomotives in this 
countrjq and Mr. Rood, in giving evidence for the Peninsular 
Locomotive Company, stated that this communique was “ the 
origin of the company.” Our attention was, however, drawn by 
Mr. Hindley to passages in the records of the Railway Board which 
suggested that, even before the issue of the communique, the pro¬ 
moters of the Company were prepared to start the construction of 
locomotives in this country without claiming any special treatment 
or guarantee. That may very well be the case. But it does not 
follow that, if the communique had not been issued, they would 
have been able to raise the capital required, or ibat the 
Company would have been floated successfully. The important 
fact is that the Company was not registered until more than two 
months after the communique was published, and, in these circum¬ 
stance's, part at least of the share capital was probably subscribed in 
view of the statements it contained. The Peninsular Locomotive 
Company is now placed in the unfortunate position that the demand 
for its products, which it was led to believe was certain, has ceased 
to exist. We recognize that the need for economy in Railway 
administration is paramount, and that the Railway authorities 
cannot be expected to purchase locomotives which they do not 
need. But the complete falsification of the forecast made by the 
Railway authorities little more than two years ago cannot but 
afiect adversely the prospect of raising capital for Railway indus¬ 
tries in India, and the position in which the Peninsular Locomotive 
Company has been placed deserves, and will no doubt receive, the 
special consideration of the Government of India. 
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steel Castings. 


20. The manufacture of steel castings is carried on in some of 

the Railway workshops in India and also by 
Firms engaged in three private firms. The works of the 
tteel ”sungs"‘'“"“ ° Kirtyanand Iron and Steel Works, Limited, 

are situated in tte coalfields about miles 
from Rupnarainpur on the Last Iirdian Railway, and those of 
the Hukumchand Electric Steel Company at Ballygunge in 
Calcutta. Both these firms make castings for sale. The third 
firm Messrs. Fairbairn, Lawson, Combe and Barbour (India), 
Limited, is engaged in the manufacture of jute machinery, and 
has erected a plant at its works at Sarsatala, Jamgaon—near 
Asansol—primarily in order to make the castings required for such 
machinery, but also for sale. Applications for protection have 
been received fi'om the first two firms but not from the third. 
The Rirtyanand Iron and Steel Works, Limited, commenced to 
manufacture in February 1922. At the end of that year the paid- 
up share capital was about Rs. 7^- lakhs, and debentures for 
Rs. 4 lakhs had also been issued. The total block account, less 
depreciation, was then a little over Rs. 10 lakhs. The Hukumchand 
Electric Steel Company began to manufacture in July 1922. 
No complete balance sheet had been prep.ared by this Company 
at the time their case was presented to us, but we were informed 
that the concern is privately owned by Sir Sarupchand llukum- 
chand and Coinp.any, and that the capital expenditure incurred on 
land, buildings, and machinery, etc., was about Rs, 10 lakhs. 

21. Steel castings, like iron and brass castings, are made by 
pouring the molten metal into sand moulds 
which have been given the forms which it is 
desired the castings should take. There are 

several processes by which the molten steel can ,.be prepared and 
the choice between them depends on the total oiltput of the works, 
on the size and shape of the castings likely to constitute the 
bulk of the output, on the quality required and on the raw materials 
available. The Kirtyanand Iron and. Steel Works, Limited, have 
adopted a “ converter ” process. Molten pig iron is first poured 
into a converter, and air under fairly high pressure is then blown 
on to its surface. The impurities present in the metal are thus 
removed. If the quality of the castings is to bo satisfactory, the 
pig iron used for this proee.sft must contain very little phosphorus, 
and for this reason Indian pig iron is not suitable. Only imported 
pig iron is used by the Kirtyanand Iron and Steel Works, 
Limited. At the Hukumchand Electric Steel Works an electric 
process has b,pen preferred. TJje raw material, light steel scrap, 
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is charged into a small furnace with a ‘ basic ’ lining. Large 
carbon electrodes pass down through the roof of the furnace, and 
by the passage of an electric current an arc is maintained inside 
the furnace. The heat of this arc melts the scrap, and when the 
molten metal has been suitably refined—chiefly by means of lime— 
it is transferred from the furnace to the sand moulds. After the 
castings made by either process have been taken from the sand 
moulds, they are cleaned and usually require annealing, i.e., 
heating slowly in a special furnace to a dull red heat and then 
cooling slowly. Most castings also require a small amount of 
machining, for the accurate adjustment of one or more of the 
dimensions, before they pass into use. 

22. It is desirable that we should emphasise the fundamental 

, . „ difl'erences between the manufacture in India 

the ' nwnufLture^^of of rolled steel and of steel castings. These 
rolled Btcel and of differences exi.st in the nature of the raw 
ateel eastings. materials employed, in the methods of manu¬ 

facture, and in the purposes for which the finished products can 
be employed. Eolled steel is made at Jamshedpur entirely from 
Indian pig iron; steel castings are made either from imported 
pig iron or from steel scrap. In the manufacture of rolled steel 
the molten metal is poured into ingot moulds which are all of 
much the same form, and it is in the rolling mills that the steel is 
given the shape which renders it suitable for the work in which it is 
to be used. In the manufacture of steel castings, the molten 
metal is poured at once into sand moulds which have already 
been given the shape for whicih the casting is to be used. Rolled 
steel shapes such as beams, angles and plates can be adapted for 
many different uses by fabrication; the steel casting has from the 
first been given a special shape for a special pudposc and can be used 
only for that purpose. This third difference is of great importance. 
The steel casting is always and essentially a part of something else. 
It may for example be a part of a Railway wagon or locomotive, 
or it may be a constituent part of a machine. The prospects of 
the industry, therefore, necessarily depend on the growth and 
development of other industries. Unless the manufacture of 
Railway wagons, and to a certain extent of machinery, is estab¬ 
lished in India, the manufacture of steel castings is not likely 
to succeed. 

23. In their original representation of 4th September 1923 the 

Kirtvanand Iron and Steel Works, Limited, 
asked that a duty of 33J per cent, should be 
imposed on all steel castings imported from 
abroad, and apparently intended (though this was not explicitly 
stated) that the same rate of duty should ho applied to steel castings 
coming in as spare parts of machinery or as railway material. As 
an alternative, the Company suggested the grant of a " suitable 
bounty.” The request made on behalf of the Hukumchand 
Electric Steel Works was that their products should receive 
” exactly the same treatment in the mailer of a protective tariff 
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as the Tata Company’s.” The oral examination of the witnessefl 
made it clear that both firms were finding it difl3.cult to sell their 
products in the face of competition from abroad, but that the amount 
of assistance they asked for had been deteimined by the claim made 
on behalf of the Tata Iron and Steel Company, and not by any 
exact calculation of costs and prices. 

24. If Indian pig iron were well adapted for the manufacture 
First condition laid of steel castings, the industry would start with 
down by the Fiscal a substantial natural advantage, because 
Coraniissioii. Indian pig iron is relatively cheap. As we 

have already explained, however, Indian pig iron contains too much 
phosphorus, and the castings made from it by the converter process 
are not satisfactory in quality. In so far as it is necessary to use 
imported pig iron for the manufacture of steel castings, we do not 
think it can be shown that India possesses any natural advantage, 
and it is doubtful whether the industry could ever hold its own 
without protection. The use of imported raw material also does 
much to invalidate the argument which might be founded on the 
importance of the industry from the point of view of national 
security. The weight of the pig iron used is nearly 50 per cent, 
greater than the weight of the steel castings produced, and in a 
‘ national emergency, when sea communications were severely 
restricted, it would be easier to import the castings than the raw 
material. If, therefore, the claim to protection can be made good 
at. all, it must be in favour of the alternative process which uses 
steel scrap as Its raw material. 

25. The evidence we have taken makes it clear, we think, that 

in the Calcutta area steel scrap is likely to be 
suaplfefT/^ateefscrip® available in sufficient quantities to supply the 

Indian Railway Company informed us that the quantity of steel 
scrap likely to be available for disposal annually was from 3,000 to 
6,000 tons, while the Bengal Nagpur Railway Company estimated 
that they would put on the market about 700 tons annually. Apart 
from the Railways, in a large industrial district such as Calcutta, 
a considerable amount of steel scrap is produced, and some of it is 
unusable at present except by the steel making process. TTp till now 
the Hukumchand Electric Steel Company has been able to purchase 
the steel scrap it requires at an average price of Rs. 30 a ton, 
which is lower than the prices prevailing for similar material in 
other countries. Its output, however, has not exceeded 50 tons a 
month, whereas the eventual output may be five times as great. 
It is possible that, with an increasing demand for scrap, the prices 
might ri.se, but so far as can be judg^ at present, the industry does 
possess an advantage as regards raw materials. 

26. In respect of labour the industry is at no special disadvan- 

' tage. Ii<fti castings have been made in India 

La our an owor. ^ great many years, and it is not difficult, 

therefore, to obtain workmen who have already aequired a good 
deal of experience and can readily learn such special processes 
as are needed ^in steel casting. ,The cost of electric power is of 
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course an important factor in production costs, and although the 
rates at which power is supplied by the Calcutta Electric Supply 
Corporation at present are not as low as in specially favoured dis¬ 
tricts in other countries, the difference between the cost to the 
Indian producer and the coi’responding cost to his competitors in 
other countries is not likely to be very great. On the whole, the 
prospects of the industry are not unfavourable, but there is one 
element of uncertainty, viz .:—the extent of the probable demand 
for steel castings. 


castings in India, 
nature of the 


27. We have found it very difficult to estimate even approxi¬ 
mately the probable annual demand for steel 

The market for steel castings in India. The imports are not shown 
separately in the Trade Returns, and in the 
case it is hardly possible that they should 
be. As we have pointed out in paragraph 22, the steel casting is 
almost invariably a part of something else, and would be 
classified as a component part of a locomotive or a Railway wagon 
or as machinerj’. The figures supplied to us by the principal 
Company-worked Railwaj'^s showed that in 1922-23 they imported 
nearlj'^ 600 tons of steel castings separately and about 3,000 tons as 
parts of rolling stock. There arc great and unexplained differences, 
between the figures given by the various Railway administrations, 
and we arc doubtful whether the Railway demand can be accurately 
detei'mined on this basis. The figures suggest, however, that apart 
from the steel castings produced in the workshops of the Bombay, 
Baroda and Central India Railway at Ajmere (800 tons), and in the 
East Indian Railway workshops at Jamalpur (200 tons) the annual 
consumption of steel castings by all the Railways in India (exclud¬ 
ing those imported as parts of complete wagons and locomotives) 
is not less than 1,000 tons and may be more. 

28. The Hukurachand Electric Steel Company suggested to us 

that the annual Railway demand for steel axle- 
leciuired for replacements would of 
itsolf more than sumce to keep thoir works lully 
employed. The figures supplied by the Railway Companies do 
not, however, support this tlieor;y^ Much must depend, moreover, 
on the policy followed as regards the replacement of cast iron axle- 
boxes by steel axle-boxes. If the Railways generally were to make 
this change, there would probably be a very large demand for 
several years. But once the use of steel axle-boxes bad become 
universal, it is not clear what the annual consumption would be. 
One of the advantages claimed for the steel axle-box is its greater 
durability, and the annual demand during the period of replace¬ 
ment is no index of the probable demand once the process of 
replacement is complete. 

29. The prospects of the steel casting industry must obviously 

Demand for steel affected by the success attained in the 

eastings in connection manufacture of Railway wagons in India. If 
with the manufacture that manufacture were once firmly establish- 
of wagons in India. would create a steady demand for steel 
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Other uses for steel 
castings. 


castings. But the quantity required is only 7 cwts. per wagon, 
in the case of the A-1 covered broad-gauge wagon (the only type for 
which we have details), so that for every 1,000 such wagons, the 
total quantity of castings needed is only 350^ tons. The full capa¬ 
city of the Xirtyanand Iron and Steel Works is about 200 tons 
a month, and of the Hukumchand Electric Steel Company about 
250 tons a month, and unless the output of the Indian wagon 
building firms expands much more rapidly than is expected, their 
requirements will not go far to keep the steel foundries occupied. 
The establishment of locomotive building in India would provide 
an important market for steel castings, but that. industry is not 
likely to start without Government assistance at the outset, and for 
the reasons given in Chapter II we have been unable to recom¬ 
mend that it should be protected. 

30. Apart from those required for Railway rolling stock, the 
most important classes of steel castings which 
have been brought to our notice arc colliery 
tub wheels, bridge bearings, and certain parts 

of machinery. We have no data from which we can estimate 
even approximately the probable demand for steel castings for 
these purposes, though probably the colliery tub wheels are the 
most important. So far as machinery is concerned, much must 
depend on the policy finally adopted by the Government of India 
as regards encouraging the manufacture of machinery in India. 
So long as the ate^ casting works arc dependent on replacement 
orders for particular parts of machinery, their costs are bound to 
be high because it is only on repetition work that they can hope 
for cheap production. 

31. If it were established that the steel casting industry 
Difficulty of formu- deserved support from Government, it would 

lating proposals for still be diflhmlt to decide by what means pro- 
encouraging the manu- toction should be given. The imposition of 
cMtiugs **** protective duties at once raises the problem 

whether a higher duty can be imposed on the 
component parts of rolling stock or machinery than on the complete 
wagon or machine, and, if so, whether this higher duty should be 
enforced only when the parts are imported separately. We have 
recommended in our Second Report that the manufacture of Rail¬ 
way wagons should be fostered by the grant of bounties. It may be 
that a similar method would be best in the case of those castings 
which are needed for wagons. As regards those castings which.are 
component parts of machinery, it would hardly be possible for us to 
make recommendations at all, until we had reviewed all the ques¬ 
tions connected with the manufacture of machinery in India. But 
before we can satisfy ourselves whether protection is necessary or 
what the amount should be, t^e extent of the probable demand 
for steel castings in India must clearly be determined. 

32. So far as we have been able to ascertain the facts at present, 

„ , . it is not clear that the annual demand for 

m^e castings in the area which can be com- 

• manded from* Calcutta is suificient to keep: 
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even one of the steel foundries fully employed. The com¬ 
plete figures from the Kailway administrations did not reach us 
until a late stage in our enquiry, and it was not until we reviewed 
all the evidence that we realised how important this factor was 
likely to prove. The output of steel castings must clearly be 
limited by the demand, and at the same time the cost of production 
is largely determined by the output. Unless some estimate can 
be formed of the probable output, it is hardly possible to determine 
the cost of production, or to assess the amount of protection needed. 
For this reason we are unable to make any general recommenda¬ 
tions at present. One class of steel castings, however, will benefit 
from a proposal which we have made in our Second Report, for 
colliery tub wheels will become subject to the import duty of 25 
per cent, which has been proposed for the tubs. 



CHAPTER IV. 


Enamelled Ware. 

33. The manufacture of enamelled ware in India is of very 
Imports and raw recent growth. Up to 1014 the bulk of the 
materials. imports were obtained from the Continent of 

Europe, but since the war .supplies have been drawn chiefly from 
Japan. The import figures arc— 



Value of all 
imports. 

Value of 
imports into 
Calcutta. 


Bs. lakhs. 

Rs. lakhs. 

'Average of the three years 

1911-12 to 1913-14 ■ . 27-2 

6-7 

1920-21 . . .. 

. 42-9 

9-8 

1921-22 . 

. 201 

6-6 

1922-23 . 

. 23-6 

5'7 

1923-24 (10 months’ figures 
multiplied by 6/5) . 29-7 



The raw materials required by the industry are thin steel sheets 
with a smooth surface'and the various .substances used in pre¬ 
paring the enamel glaze. Steel sheets are already manufactured 
at Jamshedpur by the Tinplate Company, but not for sale, the 
whole' output being converted into tinplate. The Tata Iron and 
Steel Company will commence the manufacture (.if black sheets in 
September 1924, and are under contract to supply sheets suitable 
for enamelling to a Company—Enamelled Ironware, Idmited— 
which ha.s been establi.shed at Jamshedpur. Most of tlie materials 
required for the glaze have to be imported. The process of manu¬ 
facture is comparatively simple and does not require an expensive 
or elaborate equipment. The industry can, therefore, be carried 
on by firms with a low capitali.sation, working on a limited .scale. 

34. We have received repre.sentations from four fu'ins who are 
Firms eng.iged in interested in the manufacture of enamelled 
the production of ware. Three of thera—the Bengal Enamel 
enamelled ware. Works, Limited, the Bengal Enamel and 

Stamping Works, and the Pioneer Enamel Works, Limited—have 
established their works at or near Calcutta; the fourth—Enamelled 
Ironware, Limited—is located at Jamshedpur. This last Company 
was about to commence manufacture when we visited Jamshedpur 
in August 1923, but no infonnation has since been received as to the 
progress made. ’When we took the evidence of the other three 
firms in September and October 1023, they were manufacturing on 
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a small scale only, and had not reached anything like full produc' 
tion. The capitalisation of the four Companies is as follows; — 


Bi. laklis. 

Enamelled Ironware, Limited . 9 

Bengal Enamel Works, Limited 2 (Includes working capital.) 
Bengal Enamel and Stamping 3 (This amount has actually been 
Works. spent on the equipment of tho 

, tactory.) 

Pioneer Enamel and Iron 3 (Rs. 60,000 is the sum actually 
Works, Limited. raised and spent.) 

It will be seen that the capitalisation of the Jamshedpur Com¬ 
pany exceeds that of the other three put together, but they have 
given no evidence as to their probable output. The other three 
firms have given the following estimates of their requirements of 
steel sheets; — 


Bengal Enamel Works, Limited 500 tons in the near future and 

1,000 tons eventually. 

Bengal Enamel and Stamping About 240 tons. 

Works. 

Pioneer Enamel and Iron 100 tons at present and 1,000 tons 
Works, Limited. eventually. 

35. It would be a mistake to attach undue importance to the 
Limited market for estimates which the firms have given of theiv 
fn.'imelled ware in probable output. They have not yet had sufii- 
India. cient experience to forecast atscurately the 

amount of work they will be able to undertake, and their anticipa¬ 
tions may be wide of the mark. In particular their output must 
necessarily be limited by the demand for enamelled ware in India. 
All the three Calcutta firms estimate that the cost of the steel 
sheets will be about a third of the cost of the finished goods, and 
the cost of sheets suitable for enamelling appears to be about 
Rs. 350 a ton. On that basis the consumption of 500 tons of steel 
sheets means an output tho value of which will exceed Rs, 5 lakhs, 
or nearly equal to the total imports at Calcutta in 1922-23. Unless 
the demand increases substantially, it does not seem possible that 
all the firms can attain the output they hope for. 


36. The Tata Iron and Steel Company has made a contract with' 
Enamelled Ironware, Limited, by which for 
ErSkig fmms" ^ first five years the price paid for steei 

sheets is the mean ot tho English and Americau 
prices for similar materials, fflvs ten shillings per ton. This Com¬ 
pany will not be affected at the outset, therefore, by any additional 
duty which may be placed on raw steel. Tho other throe Com¬ 
panies submitted represontations urging that they would be 
seriously prejudiced if the import duty on steel sheets were raised 
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to 33i per rent., as proposed by the Tata Iron and Steel Company. 
They contended that, that Company would not be able for several 
years to produce steel sheets suitable for enamelling and asked that 
they might be allowed to import their sheets free of duty to enable 
them to overcome the difficulty of the first few years’ working. The 
Bengal Enamel Works, Limited, specifically asked that they might 
be allowed also to import free of duty the chemicals required for the 
enamel glaze, and the other firms, in oral examination, concurred 
in this request. All three firms spoke of a heavy fall in the prices 
of enamelled ware and of keen competition noth from Grerraany and 
from Japan, but all three were opposed to an increase in the present 
import duty of 15 per cent, ad valorem. They explained that in 
India enamelled ware was used for the same purposes for which 
vessels made of brass and aluminium were used, and they appre¬ 
hended that, if the price were substantially increased, th6 demand 
for enamelled ware would at once decline. 

37. The prospects of the enamelled ware industry are not, we 
The manufacture of think, unfavourable, if the initial difficulties 

enamelled ironware are once overcome, and it is certainly desirable 
deserves encourage- (hat the manufacture should be established 
in India. It affords an opening to the small 
capitalist and the technical processes are not of great difficulty, 
whereas most of the industries which use steel as their raw material 
involve the raising of a large amount of capital and the employ¬ 
ment of highly trained experts. We think that some assistance 
from Government is necessary, but the precise measures to be taken 
require consideration. 

38. It seems to be clear, for the reasons given by the firms 

.themselves, that nothing would he gained hy 
ihe hwhisuv- imposing a higher duty on imported enamelled 

ware. The market is not a large one, and, if it 
were further restricted, the prospects of the industry would he pre¬ 
judiced and not improved. Nor are we able to support the proposal 
that the firms should be allowed to import the steel sheets they 
require free of duty. The practical difficulties would be great, for 
no means has been suggested by which the Customs officers could 
discriminate between the special qualities of sheet which are suitable 
for enamelling and other sheets. An alternative arrangement might 
be po.ssibIe by which the firms would receive a rebate of Customs 
duties paid by them on imported sheets in proportion to their output 
of fini.shed goods. It would, however, be wholly inconsistent with 
protection for the steel industry to exempt from duty sheets" of the 
kind which is likely to be produced at Jamshedpur. The Tata 
Iron and Steel Company are under contract with Enamelled Iron¬ 
ware, Limited, to supply them with sheet suitable for enamelling, 
and the doubt that has been expressed as to their ability to do this 
is not, we think, well founded. The Tinplate Company are already 
manufacturing from steel made at Jamshedpur .sheets of a similar 
quality to the kind required, and there is no reason why the Tata 
Iron and Steel Company should not be equally successful. If the 
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cost of the steel sheet is one-third of the value of the finished goods, 
the present ten per cent, duty is approximately 3 per cent, of the 
same v&,luc. The increase of the duty to 15 per cent, (as wo have 
proposed in our First Eepnrt) would then mean an increase in the 
cost of production of IJ per cent. It i.s quite possible, however, 
that the Tata Iron and Steel Company may be able to supply the 
Calcutta firms with the sheets they require at a price not higher 
than they are paying at present. It has been suggested that they 
should give them the same terms which they have already granted 
to enamelled Ironware, Limited, and the Tata Iron and Steel Corn- 
pan}^ have promised to consider the matter. But apart altogether 
from a special arrangement of tliat kind, it is in the interests of 
the steel industry that the innuufacture of enamelled ware in 
India should continue, and if an increase in the price were likely 
to endanger its existence, the steel manufacturer would no doubt 
take that fact into account. 

39. The Bengal Enamel Works, Limited, has supplied us with 
a list of the raw materials required for the 
•niZlHng maUriX.' manufacture of enamel glaze, and an estimate 
of the quantity recjuired on tlie basis of an 
annual consumption of 450 tons of sheet. The most important 
items in point of value are; — 

Cost including 


import duty. 
Rs. 

Borax and boracic acid . . . 59,500 

Cryolite ...... 31,500 

Cobalt Oxide ..... 31,175 

Antimony ...... 12,100 

Felspar, ground ..... 11,200 


Total . 1,45,475 

Other materials . . . , . 29,025 


Grand Tot.al . 1,75,100 


The first fiv5 items hre at present subject to an import duty 
of 15 per cent. If it wore possible to admit these materials free 
of duty, the consequent reduction in the cost of production of 
enamelled ware would much more than counterbalance tbe increase 
in the duty on black sheets. It is on these lines, we consider, that 
assistance can best bo given to the industry, and the removal of 
the duty on raw materials which are not produced in the country 
is in all respects consonant with >a fiscal system which aims at 
the encouragement of industry by di.scriminating protection. We 
ijnderstand that several applications have already reached the 
Government of India from other industries in which proposals 
either for the removal of the duties on imported raw materials, or 
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for exemption from snch duties, Have been made. It seems to us 
desirable that, as far as possible, these proposals should be consi¬ 
dered simultaneously. The general principles which should regu¬ 
late the grant of concessions require careful examination, and since 
a sacrifice of revenue may be involved, the relative urgency of the 
various claims may have to be settled. For this reason we have 
deferred making definite recommendations in favour of the 
enamelled ware industry, though wo think that its claims to 
assistance qf this kind arg strong. 



CHAPTER V. 

Conclusion. 

40. iWe desire to record our indebtedness to those commercial 
„ ,, j. bodies and firms, and also to those private 

oar 8 ptocee mgs. persons who submitted written statements to 
the Board or gave oral evidence, to the Provincial Governments 
iwho supplied us with much useful information, and to the princi¬ 
pal llailway Companies and Port Trusts who sent detailed replies 
to our questionnaries. In many cases witnesses were asked to 
supplement the information originally given by further statements, 
and our requests were invariably and most courteously complied 
with. As was natural, our demands fell heaviest on the claimants 
for protection, and particularly on the Tata Iron and Steel Com¬ 
pany, but wo should also acknowledge specially the assistance 
given by the Indian Engineering As.sociation and some of the 
engineering firms, and by the llailway Companies. The compila¬ 
tion of the figures which we asked for involved the expenditure 
of much lime and labour, and but for the assistance we received, 
we should have found it impossible to carry through our investi¬ 
gations. We are particularly indebted to those firms (see State¬ 
ment VI, Annexure A) who permitted us to visit their works, and 
to the gentlemen who took us round on the occasion of these visits 
and explained the processes of manufacture. 1 hese visits formed a 
most valuable part of our enquiry and enabled us to appreciate 
much more cleariy the written and oral evidence with which we 
had to deal. 

41. There is one aspect of our proceedings to which wc draw 
p ... . special attention. In paragraph 30d of their 

“ ' Report, the Fiscal Commission laid stress on 

the importanoe of publicity to inspire confidence and remove the 
possibility of suspicion that recommendations are based on anything 
but the public interest. It is on this principle that we have acted 
throughout. The Tata Iron and Steel Company were unwilling 
at the outset to make public their pig iron costs, because the 
information disclosed might conceivably be of use to their com- 
pciitors in India. Eventually, however, they informed us that 
the whole of the evidence they had given might bo published. In 
the case of other firms also we were able to overcome the apprehen¬ 
sions which they originally felt, and secured their consent to the 
publication of the greater part, if not the whole, of the evidence 
which at first had been given confidentially. We have lost no 
opportunity of emphasising the value of publicity, and it is our 
firm conviction that, as far as possible, evidence should be taken 
publicly. At the same time, however, there are occasions when 

( 22 ) 
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the choice lies between receiving evidence confidentially and not 
obtaining it at all, and in such cases our practice has been to take 
evidence in camera and then to secure the consent of the witness 
to the publication of as much of it as possible. It is the publica¬ 
tion of details of the cost of production which most commonly gives 
rise to difficulties. The Tata Iron and Steel Company was even¬ 
tually able to agree to the publication of all the evidence tendered 
on its behalf, because it has no competitors in India; but this is an 
exceptional case, and, to take one example, some of the engineer¬ 
ing firms were naturally unwilling at a time of intense competition 
to place at the disposal of rival firms the details of their manufac¬ 
turing costs. This difficulty is bound to recur during the course 
of our enquiries and cannot be ignored. Where protection is 
claimed on behalf of an industry in which several firms are engaged, 
we do not think it will be possible to take the whole of the evidence 
in public, for in that case indispensable information would not be 
obtained at all. The I’iscal Commission itself recognized that the 
whole investigation might not be conducted in public. Each case 
must, we consider, be dealt with on its merits, but our aim would 
invariably be to secure publicity wherever possible. 

42. To assist us in our enquiry into the steel industry, Mr. R. 

Mather, the Government Metallurgical 
Inspector at J amshedpur, was appointed as our 
mca viser. technical adviser, and joined us at Jamshed¬ 

pur on his return from leave on August 20th 1923. We desire to 
record our deep appreciation of the very valuable services which. 
Mr. Mather has rendered. The difficulties of a very arduous and 
complicated enquiry would have been doubled, bad we not been 
able to rely in all technical matters on his accurate knowledge, clear 
judgment and indefatigable energy. At all stages of our work, 
whether in the examination of witnesses, the sifting of the evid¬ 
ence recorded, the formulation of proposals or the detailed working 
out of the general principFes we had accepted, Mr. Mather was 
ready to help us not only w'ith advice and criticism, but also with 
the closest and most cordial co-operation. lor the recommenda¬ 
tions made and the opinions expressed in our Reports we are, of 
course, solely responsible, but in so far as we have succeeded in 
presenting our conclusions regarding the technical aspects of the 
steel industry in a clear and coherent form for the consideration 
of the Government of India and the Legislature, it is to our adviser 
that in large measure the credit is due. 

43. The post of Secretary to the Board was at first filled by 
Rai Bahadur Surendra Nath Banerji, Assist- 
Th& Board’s Score- Secretary to the Government of India in 

ithe Commerce Department. In'November he 
Was compelled by illness to vacate the appoint¬ 
ment and his place was then taken by Mr. G. C. F. Ramsden, I.C.S., 
of the Central Provinces Commis.sion. We are indebted to both 
officers for the careful and efficient manner in which the Board’s 
work has been carried on. Our enquiries involved a heavy strain 
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on the clerical and repoi'ting staff of the Board, who had frequently 
to work for very long hours in order to keep ahreast of the evidence. 
We desire to acknowledge the cheerful and willing spirit in 
which they met the demands made upon them and the good work 
done by them. 

G. RAINY—President. 

V. G. KALE, 
r. P. GINWALA. 

G. C. F. RAMSBEN— Secretary. 

March 15 th, 1924. 
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ANNEXUBE A. 

Account of the Board’s Proceedings. 

The Resolution of the Government of India appointijig the 
Tariff Board was published on the 10th July 1923 and the members 
took charge of their duties on the following dates : —■ 

(1) The President . . . 5th July 1923. 

(2) Mr. P. P. Ginwala . . 5th July 1923. 

(3) Professor V. G. Kale . . 14th July 1923. 

2. On the 17th July the following communique was issued by 
the Board inviting expressions of opinion on the proposal to grant 
protection to the Steel industry. 

“ The Tariff Board have been appointed to advise the Govern¬ 
ment of India as to the means by which effect should he given to 
the policy accepted by the Government of India and approved by 
the Legislative Assembly of adjusting the fiscal system of the coun¬ 
try so as to ffoster the development of industries. In the Resolution 
of the Government of India in the Department of Commerce, No. 
3748, dated 10th July 1923, the Board were directed to examine 
first the question of extending protection to the manufacture of 
steel in India. In order that the Board may proceed with their 
investigations without undue delay it is important that they should 
receive as soon as possible from firm.s or persons interested in the 
steel industry or the industries dependent on the use of steel full 
statements of their views. 

“ 2. The primary question to be examined is whether the cir¬ 
cumstances of the steel industry are such as to justify protection 
being extended to it and, if so, what should be the nature and 
extent of the protection given. But the Board have also to take 
into account the effect which any measures they recommend may 
have ou industries dependent on the use of steel, and in particular 
the industries which manufacture wagons, locomotives and other 
Railway requisites. It will be necessary for the Board to keep 
this aspect of the case constantly in mind throughout their enqui¬ 
ries, and it will greatly facilitate their work if those interested in 
the industries referred to will submit statements of their views as 
soon as possible, and state at the same time whether they desire 
that a witness or witnesses, should be examined orally in support 
thereof. 

“3. The Board’s office will close in Simla on the 8th August 
and the Board will then proceed to Jamshedpur where the evidence 
adduced on behalf of the Tata Iron and Steel Company will bo 
taken. On the completion of their work at Jamshedpur the Board 
will continue their enquiries at Calcutta on a date to be announced 
subsequently.” 

3. The evidence of the Tata Iron and Ste'el Company was takert 
at Jamshedpur between the 17th and the 27th of August and the 
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14tli and th'o 21st of December. During both visits the Members 
of the Board had the advantage of visiting the Company’s Works 
and also those of other firms at Jamshedpur. The rest of the evi¬ 
dence was taken at Calcutta between the 10th September and the 
9th November and betw'een the 5th and 10th December 1923; at 
Bombay between the 16th and the 29th November; and at Delhi 
between the 22nd and the 28th January 1924. Two short visits 
were also paid to Asansol, at the beginning of September and the 
end of October, for the purpo.se of visiting engineering and other 
works in the coal fields. 

4. A list of the firms who submitted representations asking for 
the grant of protection to various steel products is given'in State¬ 
ment I (annexed), and also the dates on which they addressed the 
Board and on which their representatives wore examined orally. In 
practically every case the Board found it necessary to ask for addi¬ 
tional information and this was always readily supplied in supplo- 
mentary written statements. 

5. The views of the engineering industry on the question of 
protection for stc^el were .stated in a written representation from the 
Indian Engineering Association of which most of the engineering 
firms are members. Rolled steel being the most important raw 
material of the engineering iudu.stry, the Association was naturally 
opposed to the imposition of protective duties w’hich would raise 
its price, and consjdered that such assistance as might be required 
shoxdd preferably be given in tlie form of bounties. If, however, 
protective duties were imposed on rolled steel, then the Association 
recommended that duties at the same rale should also be imposed 
on fabricated steel. 'I'he views put forward by the Association 
w'ere in substance (but with variations in detail) the views ex¬ 
pressed by the engineering firms who addressed the Board. In 
order to aseertain as far as possible how the engineering industry 
W'as likely to be affected by protection for steel, a questionnaire 
wa,s drawm up and addressed to a large number of engineering firms 
and detailed replies were received from several of them. Three 
firms interested in the manufacture of iron or steel also tendered 
evidence at the request of the Board. A list of these engineering 
and other firms is given in Statement II (annexed) together with 
the dates of the represeututions, and the dates on which the re¬ 
presentatives of some of them were examined orally. 

6. In order to ascertain the probable effect of protection for 
steel on Railway costs, the Board drew up three questionnaires 
relating to— 

(«) Rolled steel and fabricated steel, 

(6) Steel castings, 

(c) Railway wagons. 

These were issued to the principal Railway Companies in India 
from all of whom replies were received. The Board also received, 
through the Government of India, a letter addressed by the Indian 
Railway Companies to the Secretary of State. The Port Trusts 
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of the principal Indian ports were also addressed by the Board and 
gave expression to their views in written communications. Mr. 
Hindley, the Chief Commissioner of Railways, and representatives 
of four Railway Companies and of the Calcutta Port Commis¬ 
sioners were examined orally (see Statement III). 

7. The Board received a number of other representations from 
commercial bodies, from firms and from private individuals. A 
list of those which were put forward on behalf of particular in¬ 
dustries has been given in Statement IV, and of those which 
considered the question of protection for steel more generally in 
Statement V. 

8. Two questionnaires were drawn up and addressed to the 
Provincial Governments. The first of these was directed to ascer¬ 
taining the probable annual consumption of steel by Provincial 
Governments, and consequently tbe additional burden which pro¬ 
tection for steel might entail on Provincial finances. The second 
was concerned with the probable effect of protection for steel on 
the cultivating classes and the minor industries and handicrafts 
whose representatives were not likely to approach the Board direct. 
The Board are greatly indebted to Provincial Governments for 
the information supplied. 

9. In order that they might be better able to appreciate the 
evidence placed before them, the Board visited a numl>er of Engin¬ 
eering and other works. A list of thc.se is given in Statement VI. 

10. In all the Board received 103 written statements from Pro¬ 
vincial Governments, Railway Companies and Port Trusts, Cham¬ 
bers of Commerce and other commercial and industrial bodies, 
commercial and industrial firms. Government officers and private 
persons. Oral evidence was taken on 55 days during which 41 
witnesses, or groups of witnesses, were examined. 
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Enamelled Ware . , The Bengal Enamel Works Ltd. . . 2lBt September 1923 . , 4th October 1923. 

The Bengal Enamel and Stamping Works. 12th October 1923 , . , 29th October 1923. 

_ The Pioneer Enamel and Iron Works Ltd, 15th October 1923 , . 29th October 1923. 

■ Enamelled Ironware Ltd. . , • 28th August 1923. 
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STATEMENT II. 


lAst of Enginmring Associations and firms and of firms interested 
in the manufacture of iron and steel who submitted representa¬ 
tions to the Tariff Board or replies to the Board’s questionnaire. 


No. 

Name of Association or firm. 

Date of 
representation. 

Date on which 
representative was 
examined orally. 

1 

Indian Engineering Association . 

September 1923 

24th September 1023. 

2 

Bombay Engineering Employers’ 
Federation. 

17th September 1923. 


3 

Burn and Company, Limited 

11th September 1923 

2l8t September and 
2nd October 1023. 

4 

Jessop and Company, Limited 

14th September 1923 

20th September and 
5tb October 1923. 

6 

The Vulcan Iron Works, Limited 

IStb September 1923 

28tb September 1923. 

6 

The Indian Iron and Steel Com* 
pany, Limited. 

4th October 1923 

30th October 1923. 

7 

The United Steel Corporation of 
Asia Limited. 

3rd November 1923 

5th November 1923. 

8 

The Bengal Iron Company, 
Limited. 

3rd October 1923 

,8th November 1923 

9 

Richardson and Cruddas . 

9th August 1923 

21st November 1923. 

10 

The Kumardhubi Engineering 
Works, Limited. 

2Dd November 1923. 

5th December 1923. 

n 

Fairbaim, Lawson, Combe and 
Barbour (India), Limited. 

lOth November 1923 

ulh December 1923, 




12 

Parry’s Engineering Limited 

i 

14th August 1923 


13 

The Angus Company, Limited 

4th September 1023 


14 

The Shalimar Works, Limited 

IJth September 1923 


15 

mackintosh Burn Limited . 

12th September 1923 | 


16 

Heatly and Gresham, Limited 

24th September 1923 


17 

Jas. Alexander and Company, 
Limited. 

9th October 1923 


18 

J. 0. Gammon (Bombay) Limited 

29th November 1923 
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STATEMENT III. 


List of Railway Companies and Port Trvsls who sent replies to the 
questionnaires issued by the Board. 


No. 

Name of Kail way Company or Port 
Trust. 

Date or dates of 
replica. 

Date on which a 
representative was 
examined orally. 

1 

Bengal Nagpur Railway Company 

15th November and 
11th and 22nd De¬ 
cember 1923. 

7th November 1923. 

2 

Great Indian Peninsula Railway 
Company. 

2nd November, 16th 
and 22nd Decem¬ 
ber 1923. 

28th November 1923. 

3 

Bombay, Baroda and Central India 
Railway Company. 

13th and 28th Nov¬ 
ember 1923. 

29th November 1923. 

4 

.East Indian Railway Company . 

2nd January 1924 . 

7th December 1923. 

5 

6 

Madras & Southern Mahratta 
Railway Company. 

South Indian Railway Company . 

29th and 30th Oct¬ 
ober and 2ud Now- 
ember 1923. 

16th, 20th and 23rd 
November 1923. 

. * 

7 

Burnaa Railway Company . 

23td November 1923 


8 

Bengal and North Webern Rail¬ 
way Company. 

I6th and 27th Oct¬ 
ober and 15th 
November 1923. 


0 

Assam Bengal Railway Company 

2nd and 6th Nov¬ 
ember 1923. 

•• 

10 

Port Commissioners of Calcutta , 

13th November 1923 

6th December 1923. 

11 

Port Commissioners of Rangoon . 

19th October 1923 . 

• • 

12 

Madras Fort Trust 

30th October 1923 . 

• . 

13 

Karachi Port Trust . 

16th November 1923 

.. 

14 

Bombay Port Trust . . 

20th November 1923 


15 

The Railway Board . 


26th and 28th Janu¬ 
ary 1924. 
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STATEMENT IV. 


hist of Associations and firms representing industries likely to be 
affected, by protection for steel who submitted representations to 
Ike Tariff Board. 


No. 

Name of Association or firm. 

Bate of representa¬ 
tion. 

Date on which a 
representative was 
examined orally. 

1 

Indian Mining Federation . 

28th September 1923. 


2 

Indian Jute Mills Association 

1st Becember 1923. 


3 

Indian Mining Association. . 

1 Ith January 1924. 


4 

Turner, Morrison and Company, 
Limited. 

30th October 1923 . 

3rd November 1923. 

6 

StandStd Oil Company of New 

Y ork. 

29th October 1923 

3rd November 1923. 

« 

Tiurma Klectrio Traniwa 5 's and 
l.ightiiig Company, iiiniited. 

29th November 1923 

i 


7 

Madras Klectric Tramways (1904) 
Limited. 1 

j 27th November 1923 ^ 


8 

Calcutta Tramways Company, 
Limited. 

12th Becember 1923. 


9 

Fast Bengal River Steam Service 
Limited. 

(ith. October 1923. 


10 

The British Burma Petroleum 
Company, Limited. 

24th October 1923. 


11 

Messrs, John Taylor & Sons’ Com¬ 
mittee. 

25tli October 1923. 


12 

British Indian Electric Committee, 
Loiido.i. 

29th November 1923. 


13 

The Indian Galvanising Company 
Lin ited. 

28lh January 1924. 
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STATEMENT V. 


lA>!t of Chamhcrs of Commerce and other Commercial bodies, import- 
xng firms and. private indiriduaU from whom representations 
were, recetved on Ike (/enerul question of prolection for steel. 


No. 

Name of Chamber or Association. 

Date of representa¬ 
tion. 

Date on which repre¬ 
sentative was ex¬ 
amined orally. 

1 

Bombay Chamber of Counncrcc . 

30th October 1923 . 

26th November 1923. 

2 

I'iengal Chamber of Coininerce 

24th .N'oveinlrer 1923 

lOtb December 1923. 

:i 

liiiniia Chamber uf Cummercc 

1st September 1923. 


i 

-Madras Chamber of Commerce 

8th September 1923. 


a 

Karachi Chamber of Commerce . 

22nd November 1923. 


» 

I'ppcr India Chamber of Coin- 
mci'cc. 

2.5th January 1924. 


7 

Indian Merchanhs’ Chamber 

lltli August 1923 . 

27tli November 1923. 

8 

The Punjab Trades Association . 

27lb July 1923. 


u 

Marwmi Association, Calcutta 

20th Noveuiber 1923. 


10 

The Native Share and Stock 
Brokers’ Association, liombay. 

29lh November 1923. 


a 

Calcutta Trades Association 

28Ui December 1923. 


12 

Calcutta Imjiort Trade Associa¬ 
tion. 

11th Sej)tembur 1923 

1st Ootobor 1923. 


AnanUJi Baridaa and Company . 

tith October 1923 . 

8lh October 1923. 

14 

Bombay iron .Merchants Associa¬ 
tion. 

30lh July 1923 

19th November 1923. 

ij 

Some Iron iMerohants of Calcutta. 

2nd October 1923 . 


10 

(icorge Service and Company 

20th November 1923 

22nd November 1923. 

17 

.Mr. Cicorge Pilcher, Calcutta 

2nd November 1923 

Olh November 1923. 

18 

.'\Ir. 31. Jlomi, Bombay 

I5tli Octwber 1923 . 

]011>, 17vh, 19th and 
20ib November 

1923. 

10 

.Mr. A. Kamaiya, Madura , 

8th October 1923. 


■M 

.Mr. iM. ,8. -M. Mharma, Humbay . 

23rdNoveuiber 1923. 


21 

The hiscal Keforin J^eague, India 

loth January 1924. 


22 

National i’cdoration of Iron and 
Stool 3jaiiufaoliii'oi-s of Groat 
Britain. 

26th October 1923. 


23 

Sheffield Chamber of Commerce . 

1st October 1923. 


21 

London Clio.niber of Commerce . 

tlth December 1923. 
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STATEMENT VI. 


List of the engineering and other firms whose works were visited. 

by the Board. 


No. 

Name of linn. 

Works visited. 

Date of visit. 

1 

The Tata Iron and Steel Company 

Works at Jamshed¬ 
pur. 

On .several dates in 
August and De¬ 
cember 1923. 

2 

Ditto 

Gurum ahisin i I ron 
ore mine. 

30th August 1923. 

3 

Indian Steel Wire Products 
Jiimited. 

Works at Jam shed* 
pur. 

August 1923. 

4 

Indian Agricultural Implements, 
Limited. 

Ditto 

Ditto. 

5 

The Tinplate Company of India 
(Limited). 

Ditto 

Ditto. 

6 

Calm ini Kngineering Works, Li¬ 
mited. 

Ditto 

Ditto. 

7 

Penin.sular Locomotive Company, 
Limited. 

Ditto 

ISth December 1923. 

8 

Indian L-on and Steel Company, 
Limited. 

Works at Biirupur, 
near Asansol. 

4th Soirtomber 1923. 

9 

Indian Standard Wagon Company, 
Limited. 

Ditto 

4th September 1923. 

10 

Bengal Coal Company 

Coal Mine at Sode- 
pore. 

5th September 1923. 

11 

Kirtyanand Iron and Steel Works, 
Limited. 

Works at Alladih 
near Rupnarainpur. 

Ditto. 

12 

Bengal Iron Company 

Works at Kulti 

6th September 1923. 

13 

Bastern Light Castings, Limited . 

Ditto 

Ditto. 

14 

Angus Company, Limited . 

Works ttt JiUadresh- 
war. 

8th September 1923. 

15 

Burn and Company, Limited 

Engineering Works 
at Howrah. 

13th September 1923. 

16 

Jessop and Company, Limited 

Engineering Works 
at Howruh. 

29th September 1923. 

17 

Ditto 

Wagon Building 

Works at Carden 
Reach, Calcutta. 

Ditto. 

18 

Murshail Sons and Company 
(India), Jauiited. 

Works at Agar^iara 
near Calcutta, 

September 1923. 

19 

Hukumchand Electric Steel W'orks 

Works .at Bully- 
gunge. 

Ditto. 

20 

Kumardhubi Engineeiing Works, 
Limited. 

Works at Kumar¬ 
dhubi. 

27th October 1923. 

21 

Kumardhubi Fire Clay and Silic% 
Works, Limited. 

Ditto 

Ditto. 

22 

Fairbairn, Lawson, Combe and 
Barbour (India) Limited. 

Works at Sarsatala 
near Jamgaon. 

28th October 1923. 
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ANNEXURE B. 

Memorandum on the manufacture of Wire and Wire Nails* 

1. In response to the Board’s invitation calling upon all indus¬ 
tries interested in, or likely to be affected by, 
^^Extent of the Indus- protection of rolled steel, the Indian Steel 

Wire Products, Limited, was the only Company 
which applied for the protection of the manufacture of wive and 
nails. It also gave oral evidence through one of its Directors, 
Mr. Walchand Hiruchand. It has since come to the notice of the 
Board that there is another Company, called the Pioneer iNail Com-i 
pauy of Calcutta, which manuiactures wire nails. As it has not 
appeared before the Board, and ns the Board have at their disposal 
no means of ascertaining its fiuaucial position or its manufacturing 
activities, the Board must proceed all along on the assumption that, 
at present, the only Company which is seriously interested in the 
manufacture of wire and its products is the Indian Steel Wire 
Products, Limited. 

The Company has its works at Jamshedpur in fair proximity to 
the Tata Iron and Steel Company’s Works. It has an authorised 
capital of Rs. 50 lakhs, of which about half has been issued and 
called up, though the amount actually paid up on the issue is 
about Rs. 21-6 lakhs. It has entered into various contracts with 
•he Tata Iron and Steel Company for the supply of wire rods which 
is the principal raw material for its manufactures, as also for the 
supply of water and eleclricity at rates which appear to be fair 
and reasonable and not above the rates at which both can be had in 
other industrial parts of India. It has got a plant which the Board 
inspected at woik whic^h is .said to have a capacity of manufuctuiing 
about 12,000 tons of all kinds of wire products wlieii it is fully 
in operation. Though this is .said to be the full capacity of the 
plant, in the cour.se of the Board’s investigation the Company has 
not prc.sented them an estimate which fully covers that amount. 
The higiiest estimate plained before them is for a total output of 
9,000 tons a year, working three shifts a day. In any event, 
whether the full capacity is assumed to be the one or the other, it is 
capable, as will be pre.sently pointed out, of producing wire and 
wire ]jroduct.s in quantities which will be equivalent to a substantial 
and the bigger portion of the demand of the country, as far as it 
can be ascertained. Though the Company was registcfod as far 
ba(;k as 1919, it did not commence operation until the beginning of 
1920. It only reached the production of 120 tons in August .1923 
and the manul'acture was confined to the drawing of wire and the 
making of wire nails. The Company is equipped for the manufac¬ 
ture of galvani.sed wire but has nqt yet installed any machinery 
for the production of barbed and stranded wire. Under these 
circumstances, this enquiry must neces.sarily be confined to the con¬ 
ditions under which wire, plain or galvanised, and wire nails 
are manufactured. 
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2. The following figures are extracted from an advance copy 
of the Annual Statement of the Seaborne 
Import of wire and 'Irade of iintish India with the British Bmpire 
wire nails. and foreign countries for the year ending 31et 

March 1923: — 

Summary for 1922-23. 

Tons, Tons. 

Fencing Wire — 


United Kingdom 

. 

. 561 


Total British Empire 



565 

Germany . • . 


. 622 


Belgium .... 


. 338 


U. S. A. 


. 340 


Foreign total 


• 

1,330 


Tot-vi. 

• 

1,895 

Wire, other than fencing wire — 




United Kingdom 


. 1,135 


Total British Empire 


* 

1,177 

Germany .... 


. 1,447 


Belgium .... 


'. 659 


U. S. A. 


, 257 


Total foreign 


• 

2,616 


Totai. 

• 

3,793 

Wire Nails — 




United Kingdom 


. 629 


Total British Empire 



664 

Germany .... 


. 6,650 


Belgium .... 


. 3,912 


U. S. A. 


. 1,378 


Total foreign 

• 


12,146 


Total 


12,810 

Government Jmjiorts. 



Wire —' 




United Kingdom 

. 

. 

731 

Germany .... 

. 

. 360 


Belgium .... 

• 

25 

385 


Total 


1,116 












So 
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Total: All linds: Wire and Wire Nails. 



British Empiro. 

i’oreigu. 


Tons. 

Tons. 

Fencing wire 

s . 565 

1,330 

Other wire 

. 1,177 

2,616 

Government tvire 

731 

385 

Wire nails 

664 

12,146 


Total . 3,137 

16,477 


GuA-vn Total ^ 

20,614 


3. From Ike above figures il is clear that iu the two kinds of 
maiiuiacture iu wkick tke Ooiiipaiiy is at 
™«ipo- piosont engaged, tke competition is mainly 
from Germany and Belgium and tkat tke 
imports from tke Fiiited Kingdom are relatively small, and judging 
by tlie avorago prices, Ikey appear to be catering for tke finer classes 
of wire and wire products which are not being manufactured in 
India. When in a later paragraph the prices of tke British 
article are compared with those of the Continental and tke Indian 
articles, this position will appear in a clearer light. On these 
figuj’es and on Mr. Walekand’s direct statement, tke Indian manu¬ 
facturer is at pre.sent not intero.sted in the, kind of articles which are 
imported from Great Britain, but it is clear tkat even eliminating 
this tke Indian manufacturer has still left him a market of laiidy 
big dimensions wkick he can capture. This market may at present 
be described as being in the neighbourhood of 10,000 tons per year 
on the figures of 192t!-23. 

Tke Company’s plant which tke Board inspected in August 
i,“ equipped on a scale reasonably calculated to produce wire and 
wire products economically and on a commercial basis. The 
machinery is up-to-date and can be manipulated without much 
difficulty by the kind of intelligent Indian labour wkick is normally 
available in tke country, under proper expert supervision during 
tke initial stages. The quality of the wire produced appeared to 
bear a favourable rompari.son with the imported wire. In tke 
matter of nails, however, there was room for more attention and 
care in the manipulation of tke machinery which, though simple, 
requires careful adjustment iu order to ensure tke evenness of 
quality. In order to show how favourably this particular industry 
is situated with reference to Indian conditions, perhaps a short 
description of the process of manufacture and of tke raw materials 
u.‘ed may not be out of place. 


4. Where the industry has been established on an organised 
' and extensive *oale, it happens,, not infre- 

Comiection of wire quently, that tke maiiufaidure of wire is 
drawing -vith the ' . ’ . . • i it j? 

steel industry. carried 01 ) in con]iinotion wiTh the rolling ot 

wire rods which, in their turn, are rolled from 
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billets as part of the process of manufacturing steel. In this sense, 
wire drawing- may be described as a continuation of the processes 
jelating- to the manufaclure of the cruder forms of steel. In many 
industrial organisations, however, the processes have, as in the case 
of the Indian Steel Wire Products, Limited, been separated, that is 
to say, ready-made wire rod of suitable size is purchased and 
subjected to further processes for the purpose of drawing it into 
wire and manufacturing from it other products. Wire so drawn 
may be used plain, or coated with zinc or other metal. Plain or 
galvanised wire, again, may be converted into ropes, barbed wire, 
vciven wire-fencing, nails and various kinds of products. 


5. Wire rods are the principal raw materials of these manufac¬ 
tures. As indicated elsewhere they are at 
prwera present imported. Their manufacture forms 

part of the programme of the Greater Flxton- 
sions of the Tata Iron and Steel Compan}-. Though open hearth 
basic steel is not suitable for the manulacluie of the finer and 


more expensive varieti(?s of wire and -wire products, it is (juite 
suitable for the manufac-ture of all kinds of ordinary wire and wire 
products which represent the hulk of the Indian demand. 

V\''i)'e rods conie to the wire mill usually in coils. Their diameter 
varies, hut oidiiuuily it is less than a quarter of an inch. Previous 
to the drawing process they have to be cleaned, usually by immer¬ 
sion in a hot solution of sulphuric acid—a process wliich adds 
considerably to the cost of prodnetioii- in ol der to remove the scale 
left on them by the rolling process. They are then washed and 
put into a lime hath. T'his removes the last traces of the sulphurio 
acid, and helps the lubrication they have to receive subsequently in 
the drawing process. They are next heated in a baking oven to 
ousure the complele removal of the ha.d effects of the sulphuric 
acid. They are thereafter drawn through a succession of hard 
steel dies in which are holes. By passing through holes which are 
.successively smaller and smaller the wire attains the requisite 
diameter. In order to prevent (he wire from lieeoming too hard 
it may ho necessary to heat it in an annealing furnace and to sub- 
ie(-t it more or less to the same cleaning processes as the wire rods 
before it is ready for use. 


When the wire has reached this condition, if it is to he used 
for.making wire nail?^ it is taken to the nail machine. It is an 
automatic machine which performs all (he processes in rapid suece.s- 
sion which are necossatv to (he production of the finished nail. 
As the wire is fed into the machine it is “ seized by gripping dies, 
and the head formed on tlie end by the blow of a heading tool. As 
the header withdiaws, the wire is pushed foi'ward the length of (be 
nail, and the cutting dies advamm from the sides and clip off the 
nail, forming its point. The ejector disposes of this nail just as 
the wire lichind is advanced To he licaded. The nails arc cleaned 
of the lubricant and oil of (lie drawing process and of (he ‘ -whiskers ’ 
which may be left at the point of the nail by the pointing machine 
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by being shaken up with saw dust in tumbling barrels. Special 
finishes may be given to nails to meet special needs.’' 

6 . There are two principal objects in view in describing these 
processes in somewhat greater detail than was 

simp e in ua ry. necessary on their own merits. Pirst of all, 
to make it clear that the mechanical equipment of the industry is, 
if moderately expensive, mainly automatic in operation, mastery 
over which can fairly easily and without unduly prolonged training 
be acquired by intelligent Indian labour. Though the wisdom of 
the course adopted by the Indian Steel Wire Products, Limited, 
so early in their career of reducing their expert European super¬ 
vision to a single foreman is not clear, it is some proof of the state¬ 
ment that the industry is one in which the problem of training 
Indian labour enters less largely than in most other industries 
which have come under the Board’s review. Its principal raw 
material, moreover, is, or will be vei'y soon, on the spot. The power 
required by it is relatively small, and is obtained cheaply and in 
sufiicient quantity. As has been already stated, its home market is 
considerable and within its reach. Under these circumstances, this 
industry is suited to the industrial conditions of India, and the 
chances of its success are considerable. 

Secondly, to emphasize the fact that the manufacture of nails 
is separated from that of drawing wire by the intervention 
mainly ot automatic machines, several of which can be looked after 
by a single workman properly trained for the purpose. The Indian 
Steel Wii’e Products Company employ at present one attendant per 
one machine and a foreman to about every dozen men. Owing to 
the simplicity of the machinery, the expenditure of direct labour on 
the production of nails is likely to be so small that it is unnecessary 
to examine the cost of their production separately from that of the 
manufacture of wire. Even if it were necessary, it is not possible 
to do 80 because the Company themselves do not maintain 
their costs separately and therefore there are no materials before 
us on which they' can be investigated. Mr. Walchand, one of 
the Directors of the Company, who gave evidence, complained 
that the German manufacturer sold his nails cheaper than his wire, 
because what he spent on the slight labour and overhead on machi¬ 
nery', he more than recovered by using up the short lengths and 
‘ waster ’ coils of wire in making the nails. The principle can be 
applied to Indian conditions only with a good deal of caution and 
not a little modification, but it may be taken as an indication of the 
low cost of the nail making operation and as a sufficient additional 
reason for not separately examining the costs of production of the 
two articles. The cost of prodxiction of one ton of finished plain 
wire may now be discussed. 

7. This expression has several different meanings, and it mayj 
_ , , , perhaps be as well to indicate in what sense 

OB 0 pro uc ion. used throughout this memorandum. It 

includes (a) all costs incurred by the manufacturer at the works and 
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Lrinfly called the works costs and (h) all overhead charges, which 
must he added to (a), to arrive at u figure at which he can sell the 
article without any profit or any loss. 

(rt) The works costs may be sub-divided as follows: — 

(1) Metal coat. 

(2) Cost above metal, including— 

(i) consumable stores, e.g., sulphuric acid, lubricants, 

etc.; 

(ii) coal and coke; 

(iii) water and electricity; 

(iv) wages of labour and supervision. 

(h) The overhead charges may be sub-divided as follows: — 

(i) Depreciation. 

(n) Interest on working capital. 

(iii) Head ofiice charges. 

(iv) Miscellaneous direct and indirect charges. 

8 . In dealing with either aspect of the cost of production, there 
are several difficulties which, it must now be 
obvious, are not peculiar to this industry only. 

' Firstly, the industry is represented, so far as 

there is any evidence, by one manufacturer, the Indian Steel Wire 
Products, Limited. The result is that the Board arc not in a posi¬ 
tion to compare their cost with that of any other competing manu¬ 
facturer in this country; nor are they in a position to make a 
comparison with lecent foreign costs. Secondly, at the time the 
Board examined the representative of the Company (27th of 
September 1923) the Company could place before them only four 
month.s’ experience of manufacture, and the works costs available 
are therefore limited to that short period. Thirdly, for the same 
reason, the industry has not reached that stage of productivity 
which contributes to a rea.sonable reduction of the works cost, or 
of the overhead charges per ton of production. Working three 
shifts a day, the plant is capable of producing 750 tons per month 
or about 9,000 tons per annum of finished wire. With one shift 
per day fully employed it is thus possible for it to produce 250 tons 
per month or 3,000 tons per annum. Even this has not been 
achieved, for the production did not exceed 87 tons in May, 84 
tons in June, 111 tons in July, and 120 tons in August 1923. The 
consequences of such a .state of all'airs arc not difficult to understand. 
As will be presently shown even by the moderate increase in produc¬ 
tion from 87 tons in May to 120 tons in August, the works cost 
above nett metal dropped from about Rs. 82-13-0 to Rs. 76-4-0 per 
ton, a diiforence of Rs. 6-9-0 per ton. According to the figures 
^supplied by the Company tlje works costs, when the production 
rises to 750 tons per month, are expected to drop to about Rs. 65-8-0, 
a further difference of Rs. 10-12-0 per ton, or a difference of 
Rs. 17-3-0, equivalent to about 20 per cent, compared with the 
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works costs in Mny 1923. According to the revised figures arrived 
at in paragrapii il, a still further diop of Rs. 7-2-0 per ton may 
be expected, thus raising the total dilferenee since May 1923 
to Rs. 2‘1'5 per ton, equivalent to about 30 per cent. The difl'eronce 
between the overhead charges spread over 87 tons and 750 tons per 
mouth will appear enormous. 

9. In the light of the above facts, any enquiry into the cost of 

production will be fruitless unless it is con- 

Necessity of iii- ducted with reforeuee to an actual or assumed 
creased output. , i i i 

production which represents a rea.sonatile 

quantity per annum. The actual or the assumed quantity must 
be large enough to produce at least a minimum quantity ot economic 
ri'sults. In the case of this industry the actual prodinuion is too 
small, and any results ba.scd upon it must be forthwith disniis.scd as 
extravagant tor the rea.son.s already given. The only alternative 
is to assume a (quantity of annual production which, in all the cir- 
eumstance.s of the case, appears on the whole to be reasonable. 'I’lie 
full output of 750 ton.s a month cannot be worked up to within at 
least 3 or 4 years. It will, therefore, be out of the (question to work 
out tlie cost of production on that output at the piescnt moment. 
Nor, on the other hand, can the output of 120 tons por month wliicli 
was attained in August 192.3, be accepti'd us reasonable in the case 
of an industry .seeking’ national assistance. There is no leasou why, 
.since that date, and if the proposals here put forward are given 
effect to, the production should not reach the full output at least 
of a singde shift, that is to say, 250 ton.s a month or 3,000 tons a 
year. The wire industry is, in all countrie.s where it has been 
successful, one of large plants and therefore of large production. 
The plant it«elf is large enough, and it can, and ought to, produce 
at least a third of its po.ssible output at the end of its first year 
of working, and witliin throe or four years attain to its fullest 
output. The Board must, therefore, conduct their enquiries into 
the cost of production ami make their res’ommendatioiis on the 
basis that the aiuiual production is at least 3,009 tons. 

10. 3’he first item in the works cost is the nett metal cost. At 

present the wire rods which form the principal 
material are imported. 3’hey are of conti- 
' ‘ ' c . .. origin, and cost, landed at the works, 

Rs, 8-8-0 per cwt. or Rs. 170 per ton. For the reasons given in 
paragraph 25 in dealing with the question of eompen.satory protec¬ 
tion,' it mav he assumed that, even when the Company have to buy 
locally ma'nnt'actured wire rods, fheii- cost per ton will remain, 
unless there is some further drop in British and American prices, 
in the neighbourhood of this figuj’e. One ton of fiui.shed wire, 
however, requires, owing to wastage in the process of manufacture, 
an additional quantity which wiR f.airly be • repre ented by 
an extra 10 per cent. Taking the price of wire rod at Rs. 170 per 
ton, the nett metal cost with the additional 10 per cent, amounts to 
Rs. 187 per ton of finished wire. 
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11. Cost above metal .—The following figures were, under tills 
heading, given by iho Company for the four 
(2) Cost above metal. montlis fri>m May to August 1923, and on the 
a.ssuniplion that the full outjiut of 750 tons 
per month was attained {vide Appendix R and Appendix G to 
Statement fIJ): — 



It will he seen that of the four months, the figures for August are 
the low-est in each item except that the charge for electric and 
water supply ha.s risen from Ks. 9-0-0 in May to Rs. 12-12-0 in 
August, though the production in the latter month was higher than 
in tlie former. Mr. Walchand explaims thi.s difference by stating 
that the price they pay to the Tata Iron and .Steel Company is 
regulated by the ])rico of coal and that there has been a rise in its 
price. He also thinks that the figures cannot be taken as absolutdy 
correct, as the system of keeping the costing account had not been 
worked long enough. When the output inioeases there should 
naturally be a reduction in this charge, and it would not be unfair 
if, at any rate, this item was reduced from As. 12-12-0 to As. 9-0-0, 
the figure for May and June. Thi.s reduces the total for August 
from Hs. 7ti-4-0 to Ms. 72-8-0. 

The biggest item in the cost above metal is the one for stores, 
etc. A detailed list of charge.s under tlii.s head is given in Appen¬ 
dix K to StatmenI III, dated the IStb October 1923. The amount 
is reduced fi’om Rs. 42-8-0 in May to Rs. 3;)-0-0 in August. 
Sulphuric acid accounts for more than Rs. 14 in the list. If the 
output increases irom 120 tons in August to the assumed output 
of 250 tons per month, tTiero is room for further reduction, and if 
the proposals wdiich are under consideration for the removal of the 
duty on sulphur are accepted,•there is a certainly of reduction in 
theCo.st of sulphuric acid. There are, tlierefore, reasonable grounds 
for the reduction of this item from Rs. 35 to Rs. 32-8-0. For the 
same reasons the figure of Rs. 38-8-0 should be reduced when the 
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full oulput is uttaii'ied, to Its. 112-8-0. The reason tvhy this figure, 
when the output is much higher than in August, should be higher 
than that for August is not apparent. 

The next big item is under labour. This has been reduced 
from its. 27-5-0 in May to Rs. 24-0-0 in August. When the output 
as compared with August is more than doubled, the charge under 
this head must go down. A reduction therefore of 25 per cent, 
under that head does not appear to be unreasonable, and accord- 
if may be reduced to Rs. 18 from Rs, 24. In the absence 
of any definite evidence to the contrary, the Company’s figure of 
Rs. 14-10-0 for the final future oulput under this heading may be 
accepted. 

There is a slight increase under the head coal and cxike in the 
•future figures, as compared with August, which has not been ex¬ 
plained, and for wldch there is no justification on the evidence. 

The revised figures, therefore, are as follows: — 


— 

Output 

250 tons 
per month. 

Output 

750 tons 
per month. 


Rs. A. r. 

Rs. A. P. 

1< Stores, etc. ....... 

82 8 0 

82 8 0 

2. Coke and coal ...... 

4 8 0 

4 8 0 

3. Electric and water supply .... 

9 0 0 

6 12 0 

4. Wages. 

‘ 18 P 0 

14 10 0 

Total 

06 0 0 

68 6 0 

The figure of Rs. 6o boars, on the smaller 

output, a fair comparison 


with Rs. oS-tl-O on the bigger output, and it may accordingly be 
allowed as being reasonable under all the circumstances taken 
together. 

12. The total works costs are per ton: — 

Total Works costs. 

Rs. 

Nett metal .... 187 

Above metal ... 65 


Total . 252 


13. Overhead charges on one ton of wire: — 

(6) Overhead charges. 

(i) Depreci-ation. 

(t) Depreciation .—The Company was asked to work out the 
total depreciation on plant and machinery and on build- 
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ings. Depreciation on plant and machinery at 7^ per 
cent, and on buildings at 2^ per cent, is reasonable. 
The Company gave the following figure for deprecia¬ 
tion per month; {vide Appendix F to Statement III, 
dated 18th' October 1923). 

Rs. 

Depreciation on plant and machinery at 

10 per cent. ...... 4,820 

On Buildings at 2^ per cent. . . . 809 


Totae . 5,629 


If the depreciation on machinery is reduced from 10 to 
7j per cent., the figures for the two are per month: — 


Ra. 

Plant and Machinery .... 3,615 

Buildings ...... 809 


Totai. . 4,424 


14. The Company claim interest at 9 per cent, on a working 

capital of Rs. 4 lakhs. The amount of capital 
T t nn may be accepted as reasonable. But the claim 

working capital. for interest should be reduced from 9 to 7^ 

per cent., which is reasonable. On this basis, 
the interest on working capital per month is Rs. 2,500. 

15. The Company claim under this head Rs. 3,000 per month. 

It is not proved that the maintenance 

exp enses such a costly head office in Bombay, and so 

expenses. from the works, is conducive either 

to efficiency or economy. The industrial conditions of the country, 
however, are such that most industries are managed on behalf of 
companies by Managing Agents whose headquarters are, ordinarily, 
at one or other of the bigger commercial centres. The principal 
reason assigned for this is (bat the finances of abnosf every 
industrial company are dependent largely upon the credit, infiuence 
and business reputation of the Managing Agents. So long as these 
industrial conditions remain the same, this system has to be tolerated 
as a necessary evil, and on that ground mainly it is not easy to 
propose any other course than the acceptance of the figure claimed. 


16. These are 

(iv) Mistellaiieous 
charges. 


intended to cover insurance, postage, labour, 
welfare and other charges. On the average ofi 
four months from May to August, a sum of 
Rs. 1,000 per month is adequate. 
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Tlie figures for ovorhoad charges per month may now be sum^ 
marised as follows : — 



Rs. 

(i) Depreciation .... 

, 4,424 

(u) Interest on working capital . 

. 2,500 

(Hi) Head (Jllice ..... 

. 3,000 

(iv) Miscellaneous . . 

CE 1,000 

Total 

. 10,924 


Oil the assumed production of 250 tons per mouth the overhead 
charges per ton come to about Rs. 44. 

17. The total cost of production per ton thus comes to— 


Xota.1 cost of pro¬ 
duction. 


Rs. 


Total works costs (ric/e paragraph 12) . . 252 

Overhead charges . , . , . 44 

Total . 29(1 

18. It must now be determined how much per ton should be added 
Profit on invest,- to the figure of Rs. 29(>, to euahle the industry 
»ent. to earn a reasonable profit on its iiivestment. 

In the case of the smaller industries, of which the wive industry 
may be regarded as one, a return of 10 per cent, is reasonable, and 
any figure below that will fail to attract Indian capital. 

The total called up capital of the Company is just under 25 
lakhs. The paid up amount, however, is about 21-0 lakh.s, accord¬ 
ing to their last balniico sheet. The capital, therefore, which is 
entitled at present to earn may bo taken as 21-6 lakhs. Excluding 
the value of stores this amount approximately represents the total 
block value of the Company’s property according to the last balance 
sheet. A return of 10 j^er cent, on this amount means 2T6 lakhs 
per annum. 

The question that now ari.ses is: over what production is this 
amount to bo spread f If it i.s to he earned on a production of 
8,000 tons per annuTU or 250 tons per month, it wmrks out at Rs. 72 
per ton. This would involve too heavy a burden upon the country, 
and it would be regarded as commercially un.sound to load 
a quarter or a third of the possible production with the w'hole 
of the profits of such possible production. No industry can, 
within such a .short period of production as one year after the 
commencement of business, expect a return on the w'hole of its 
invested capital. The case against such a claim by an industry 
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usldiig for national assistance is even stronger. They should there¬ 
fore b^e allowed on each ton of actual production a profit per ton 
calculated on the lull capacity of the plant. The capacity of the 
plant has been assumed to be 9,000 tons per annum. The total 
profit on that output is 2-lG lakhs or Ils. 24 per ton. This rate of 
profit on 3,000 tons per annum produces a total of Its. 72,000 per 
annum. 

19. The price that the industry ought to get per ton is therefore 
,11 ffs. 320 per ton as under: — 

Ihe pnce at winch ' 

wire can be sold at a 
prufit. 

Rs. 

Total cost of production . . . . ‘ 290 

Profit.24 


Tot.4L . 320 


20. 3’lie price at which imported wure enters and is sold in India 
should next be determined. According to 
C i.f- landed price of ■Walcliaiul, Common wire which comes 

0161 ,n wire. chiefly from the Continent is sold in India, 

after having paid duty at 10 per cent, ad valorem, at Rs. 15 per cwt. 
— or Hs. 300 per ton. The tariff valuation of one ton of wire nails, 
which for practical purposes may he assumed to be the valuation 
for wire, is Rs. 280. Deducting from Rs. 300 the duty of Rs. 28 
jier ton hut not the trade cliarge.s, commission, etc., the nett price 
is Rs. 272 per ton. A further deduction on account of those 
charges, say at the rate of 5 per cent., gives the c.i.f. landed 
price of approximately Rs. 200 per ton. 

The question now is: can this safely he taken as the price 
at which, without duty, imported wire enters this country? The 
figure given by Mr. Walchnnd, though low, is borne out by the 
quotations in the Calcutta Prices Current, a weekly publication 
is.sued by the Bengal Chamber of Commerce. The Tariff Valuation 
of R.s. 280 per ton is in substantial agreement with Mr. Walcband’s 
figure after deduction of duty. 

According to figures received from the Chief Controller, Indian 
Stoves Department, the f.o.b. prices of wire nails imported from 
the United Kingdom wei-e as follows: — 


Date. Rs. A. 

30th TiJovember 1923 2" . . .15 15 

10th November 1923 2^" . . . 14 7 

30th November 1923 3' . . . 14 4 


Tliese f.o.b. prices work out fin an average at Rs. 15 per cwt. or 
Rs. 300 per ton. 

Another Rs. 25 added will give the approximate c.i.f. landed 
price of Rs. 325 per ton. These prices are higher than Continental 
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prices. No one need be surprised at the difference, for it baa 
been found in connection with the kind of Continental rolled steel 
which competes against Indian rolled steel, in bars, for instance, 
that there is a difference of about £2 per ton between Continental 
and British prices in favour of the former. 

21. TTpon the figures obtained in paragraphs 19 and 20, the 

Amount of proteo- protection which the industry ought to re- 

tion. ccive, and which ought to be recommended, 

is Its. GO per ton. This is the difference between the price at which 
wire can be manufactured and sold at a reasonable price in India, 
and the price at which the foreign wire can be sold, if no duty had to 
be paid upon it. The recommendation should apply equally to wire 
specified in paragraph 22 and all wire nails. 

22. In connection with the duty on wire it is important to 

decide the form which the duty should take 

Uniform apecific classes of wire to which it should 

duty, on all w.rea. ^ 

basis of 10 per cent, ad valorem on all kinds of wire. But the 
Company is not equipped to make barbed wire or stranded 
fencing wire, and nothing should be added to the burden on these. 
They are not specially expensive forms of wire, and since a specific 
duty of Its. GO per ton would be equivalent to much more than the 
present duty, barbed wire and stranded fencing wire should 
continue to pay 10 per cent, ad valorem. The remaining 
hinds of wire which are imported fall into two main groups— 
ia) single strand plain or galvanised wire made of ordinary soft 
atcel for telegraphs, baling, light fences and a large number of 
.mis(!ellaneous purposes; and (b) special wire either made of soft 
■steel drawn to extremely fine wire or made of harder steels and 
hardened and tempered or “ patented ” for springs, umbrella fit¬ 
ting’s and purpos(!s where .special strength or properties are required. 
The Company are equipped to make the kinds of wire falling into 
group (a), and it is to these that protection should bo given 
by the application of a specific duty of lls. 60 per ton. The Com¬ 
pany are not in a position to make the wires in group (6) and have 
stated that Hjey do not wish protective duties to be applied to them. 
These wires have a much higher value per ton than the others. 
The values vary considerably, but much the greater proportion of 
these wires coming into India would fall within the limits of 
Es. 500 to Rs. 800 per ton c.i.f. If these were subject to duty 
on a dift'ereiit basis from the common wires, the Customs authorities 
would be involved in many difficulties in satisfacdorily identifying 
them for appraisal. The.se wires, therefore, also should bear a 
specific duty of Rs. 60 per ton. This would bo equivalent to an 
ad valorem., duty vai’ying between about 12 and 7 per cent. 
It is not very likely that this would add appreciably to th'e 
Burden of any user, and the proba'\)le slight fall in revenue on 
accouirt of these kinds of wire would be more than offset by the 
increased siiuplicity of administration by the Customs, and would 
be trifling in comparison with the extra revenue produced by the 
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duties on the common wires, which preponderate enormously in 
weight.; 

If at any time circumstances should necessitate the imposition 
of an offsetting dutj^ on common wire, the inclusion of these other, 
wires in the same item in the. Tariff Schedule might have to be 
reconsidered. 


23. If the proposals above made are accepted, the burden upon the 
consumer will rise from about Ils. 28 to Us. 60 
Efteut of our recoiu- . PQ £2 per Cent, ad valorem. 

meadations. l . ,i .t; ^ • • i • 

Lficcording to the ngurcs given in an earlier 
paragraph, the total imports of all hinds of wire and wire 
nails per year amount to about 20,000 tons; therefore, even if all 
kinds of wire were affected by these proposals, the total addi¬ 
tional burden at Hs. 32 per ton would not exceed Us. 6-4 lakhs. 
This does not, however, represent .the extra revenue which the 
Government may expect to get. If the estimate of 3,000 tons 
per annum is realised, the nett increase cannot exceed about its. 5 
lakhs, and as the domestic output increases this amount must in 
proportion diminish. 


The total burden will not be excessive. The incidence of 
the increased burden will be diffused, perhaps, over a larger, 
number of consumers than most other steel products. Moreover, 
the actual protection that the industry gets is not so high as the 
figures suggest. Out of the duty of Its. UO per ton, at least Es. 20 
may bo regarded as compensatory protection even on the present 
rate of duty on steel, for which the tariff, and not the industry, 
can be held accountable. The cost of metal has been taken as 
Es. 187 per ton. This includes a duty on wire rod at 10 per cent. 
ad valorem, or a duty of about Es. 17 per ton. In addition, the 
consumable stores, the value of which has been taken as Es. 32-8-0 
per ton, take away in duty about another Es. 3 per ton. India 
cannot have it both ways. She cannot expect to have her manu¬ 
factured products cheaply as well as derive a revenue from the 
taxation of their principal raw materials, whether for revenue or 
protective purposes, or partly for one and partly for the other, as^ 
indeed, is the case in this particular instance. In this respect, 
so far as competition from the free trading United Kingdom is 
concerned, India must accept the position of remaining at a disad- 
yantage in common with other protectionist countries, whilst Indian 
consumers may derive some little consolation from the fact that 
part of their sacrifice reverts in the end to the State in the shape 
of additional Customs revenues. 


The remaining Es. 4U per ton, which represents protection in 
itself to the industry, needs some explanation. The figures given 
in paragraph 20 suggest a difference between the British and 
Continental prices of about .£4 per ton in this class of manufac¬ 
ture. The Cu.stoms figures also tend to prove that the imports 
from the United Kingdom as compared with those from the Con¬ 
tinent arc relatively small. 0ne of the legitimate inferences that 
can h» drawn from these facts is that m the inferior forms, at any 
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rftte, of this class of manufacture the Continental countries are able 
.even to undersell the United Kingdom in India. Such being the 
relative position of the United Kingdom, it would be strange if 
better results were possible in India^ especially during the initial 
stages of any industry. 

The necessity for recommending as high a protection as Rs. 4t} 
per ton arises mainly from the circumstance that the actual pro¬ 
duction is so small compared to the possible output. In proportion 
as the production increases, the works cost and, to a tar greater 
.extent, the overhead charges will steadily come down, and when 
the full output is reached, there will be little or no need for protec¬ 
tion, unless in the meanwhile conditions which cannot at present 
be foreseen arise. In order to make the meaning clearer, 
reference may be made to the figures in paragraphs 11 and 17, 
where, on a production of 3,000 tons per annum, the cost above 
metal has been taken as Rs. 05 per ton, and the overhead charges 
at Rs. 44 per ton, respectively. The hgure for the former, when 
the output reaches 750 tons per month or 9,000 tons per year, is 
Rs. 58-0, a difference of Rs. 0-10 per ton. 11 the overhead charges 
are likewise spread over this amount, they will come down, in pro¬ 
portion, from Rs, 44 to about Rs. 15 per ton, a difference of about 
Rs. 29 per ton. When the full output is reached, the protective 
duty of Rs. 40 per tou (!an be reduced by the total of these figures, 
that is to say, by Rs. 35-10. The industry may thus be expected 
to stand on its own legs, apart from compensatory protection. 

24. The Company in its final proposals {vide Appendix F to 
fcitatemeut III, dated the 18th October 1923) 
recom- suggested a duty of Rs. 6 per cwt. in addition 
to tlie present ad valorem duty of 10 per cent., 
or, in other words, a duty amounting to Rs. 128 per ton as against 
the present duty of .Rs. 28 per ton. No case has been made out 
for the acceptance of a proposal so extravagant. There were no 
figures available on which it could be substantiated. It may be 
admitted that the figures arrived at above are approximate and 
therefore imperfect; but, on the whole, they should be far nearer 
the mark than the figures the Board were asked to accept. 
It is true that they have been only allowed a proportionate 
profit on the production. Any industry which is able to make any 
profit at all during the first two or three yearn of its existence 
should consider itself fortunate. In any case, if it is a hardship, 
it must he accepted as one in.separable from the lot of an infant 
industry. By improved expert supervision the Company can easily 
increase its output and so increase its profit. Every additional 
ton produced means a reduction in the cost above metal and, 
as has been indicated in paragraph 23, a substantial reduction in 
the overhead charges. If to this is added the possibility, by paying 
greater attention to the quality of the nails manufactured, of com¬ 
manding an easier market than at present, the Cqmpany may do 
evqn still better than would appear at first sight. 
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25. As has been stated before, wire rod is the principal raw 
material of the industry. Under the Board’s 
Wirr3®f Gompwsl proposals for the protection of bars and rods by 
tory protection. "a duty of Its. 40 per ton, the wire rods would 

have cost this industry Rs. 195 per ton, whereas 
at present they are able to import continental wire rod at Rs. 170 
per ton. An additional compensatory protection of Rs. 25 per 
ton would, under ordinary circumstances, have been necessary. No 
proposals on these lines, however, are necessary, for the reason 
that by an agreement entered into between the Tata Iron and 
Steel Company and the Indian Steel Wire Products Limited for a' 
period of 5 vnnrs, the former havo bound themselves to supply to; 
Uie latter 4,A00 tons of wire rod at a price which is to be the mean* 
of British and American f. o. b. prices plus ten shillings per ton. 
These prices happen to be in the neighbourhood of about £11 per 
ton, and therefore the price payable in future will be approxi¬ 
mately equal to the price at which the Company is importing at 
tlie present moment. It is poissible, however, that, as Mr. Walchand 
hopes, the price to the Company luay go down when the Tata Iron 
and Steel Company commence their deliveries. In that case, the 
industry may, by that fact, get. more profit than has been taken inti> 
account. On the other hand, ij; is equally possible that British 
and American prices which, in this particular class of manufacture, 
have a normal tendency to be bigber than the Continental priceSj, 
may further develop in that same direction. In this event the 
profit may turn out to he smaller than it otherwise worrld he. It 
must be assumed, however, that the Company entered into this con¬ 
tract after fully weighing the fact that their cheapest market, fo.r 
purchasing wire rods was, at the time, the Continent, and that if, in 
the event, the contract turned out to be unfavourable, they would 
cheerfully accept that position as arising from a reasonable risk 
which they had undertaken with their eyes open in the ordinary^ 
course of business. It is perhaps of .some interest to note that, if 
the British and American prices do not ri.se above their present 
level, the Tala Iron and Steel Company are giving to the wire 
industry compensatory protection at the rate of about Rs. 25 per 
ton which should otherwise have had to be given by the country. 


26. If gircupistances niakp it necessary, an offsetting duty in 

, . accordance with our proposals in Chapter III 

Offsetting duty. 


Fropogals. 


27. The proposals may now he summarised 
as follows: — 


(1) That a specific duty of Rs. 60 per ton be levied on wire 

nails and on all wire, plain or galvanised, other than 
barbed or fencing wire. These two kinds should 
remain subject to the present ad valorem duty of IQ 
per cent. 

(2) Thai if and when necessary, an offsetting duty be levied 

oir pails or any plain wire. 

£ 
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ANNEXURE C, 

Note os the increased cost of wagon building in India due to the 
higher duties proposed on roll^ steel. 


Broad Gauge Wagons. 

The only list of quantities for broad gauge wagons which is 
sufficiently detailed for purposes of calculation was supplied by 
Messrs, Burn and Company for the 750-type wagon for which they 
tendered in 1913 (see printed statements of Indian Standard Wagon 
Company, pages 21 and 22). The total weight of the materials of 
which details are given is 132|^ cwts. The summarised statement 
on page 22 shows the weight (without wheels and axles) of the 750- 
type wagon to be 131 cwts, and of the A-1 type to be 153 cwts. 
Both types are 4 wheeler covered goods wagons, and the Board were 
informed that the designs were generally similar. 

2, The items are shown in Statement I (annexed). On iteine 

totalling over 99 cwts. the additional duty will be about Bs. 88. 
On items totalling 30 cwts. there will be no additional duty. The 
items forming the remaining 3 cwts. (screw-couplings etc.), arh 
not definitely classified, but the extra duty (if anv) on all of them 
will not exceed Rs. 5. The extra duty on the materials for the 
TSO-type wagon would thus be about Rs. 93. The A-1 type wagon 
is about 17 per cent, heavier, and if it is assumed that the material 
is divided in much the same way as in the 750-type, the additional 
cost of the materials, due to the higher duties, would be about 
R». 110. ^ 

3. It was not made clear in the evidence whether the weights 
shown in the statement were the weights of the materials actually 
in the finished wagon or of the materials consumed. The latter 
would be between 5 and 10 per cent, higher than the former. If 
it be assumed that they are the weights as in the finished wagon, 
and that 10 per cent, more material has to be consumed, a further 
sum of Rs. 11 should be added. A total of Bs. 121 thus appear* 
to be the maximum amount for the extra duties on the material* 
required for an A-1 type wagon. 


Metre Gauge Wagons. 

4. The most detailed list of quantities for metre gauge wagons 
Was supplied to us by the Bombay, Baroda and Central India 
Railway with their letter No. T.-219, of January 5th, 1924. The 
Wagon dealt with is the M. A.-2 type, 4 wheeler covered goods. 
The weight of the finished wagon (without wheels and axles) is 
90 cwts. The materials of which we have been given partioulars 
total 98 cwts. in weight. The quantities thus appear to be those 
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of the materials consumed in the manufacture of the ^&goh. They^ 
e^an be classified as follows:— 


MateriaL 

Quantity. 

Present 
duty: 1924 
Valuations, 

Proposed 

Duty. 

! 

Increase. 


Cwts. 

Be. 

Bs. 

Its. 

Channels .... 

9 

7-6 

13-5 

69 

Angles . . . . 

le-a 

12-4 

24-9 

12-3 

Plates . 

40'5 

30-4 

60-8 

30'4 

1 

B^rf « 1 

7-4 

60 

148 

9-8 

Bars for rivets and bolts 

3-5 

2-4 

70 

. 4-6 

Total uatkrial subject to 

EXTRA DUTY. 

77-0 

1 

I 1 

67-8 

1210 

e3’2 


\'o( subject to extra duly. 

Spring irteel . . 

Springs .... 

Iron stampings (assumed to be 

Costings of brass, steel and iron 

Materials not classified. 

Door oontroUers. 

Miscellaneous stores. 

It will be seen that material forming 80 per cent, of the 
weight is subject to extra duties totalling Rs. 63'2. If the door 
controllers and certain parts of the miscellaneous stores are made 
of materials subject to extra duties, the total additional duties on 
•be materials for the M.'A.-2 type wagon would be about Rs. 70. 


grade A) 


f Total weight, dl-0 owie. 
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STATEMENT I. 
Broad Gauge Wagon, 
'(4 wheeler covered goods.) 
Table of duties. 


Material. 


Quantity. 

Present 
duly : 1924 
Valuations. 

Proposed 

Duty. 

Increase. 



Cwts. qrs. lbs. 

Rs, 

Rs. 

Rs. 

Angles . • • 

• 

16 2 16 

12-4 

24-8 . 

12-4 

Channel. « . , 

• a 

10 0 2S 

]6'3 

28-8 

12-fi 

Plates (i* or over) 

• f 

23 I 19 

17-5 

351 

17-6 

Flats, rounds, etc. . 

t • 

6 18 

4-2 

12-6 

8-4 

Sheet or Plate (under I*). 

• t 

6 0 7 

6-3 

01 

3-8 

Roof sheets ..... 

Bara for Buffers, Rivets, Bolts, Axle- 
guards, Wearing strips. Door details 

6 3 JO 

8-5 

12-8 

4-3 

and Shoe brackets 

’ 

22 0 1 

14’8 

440 

20-2 

Total cLAssniBD 

09 1 13 

79 0 

167-2 

88-2 


Items unclassified. 
Draw bar cradle . , , 


Screw oouplicga 


> Total weight 8 0 8 • 


Split pins 


Items on which there will be no changs, ] 

Axle boxes, Spring shoes. Face plates, 

Hanger brackets. Cost Iron, Wrou¬ 
ght Iron (Presumed Grade A), York¬ 
shire Iron, Spring steel. Galvanised 
rivets, Galvanised washers. Wearing 

blocks Vacuum brake and Springs. Total weight 30-0-8. 
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